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ABSTRACT

The purpose of this study was to ascertain the extent to which cer-
tain property classes tend to be either over-valued or under-valued by
local property tax assessors in Michigan.

. Data from 21 county equalization studies completed by the Michigan
State Tax Commission during the period from 1955 to 1959 were utilized
in the analysis. These studies included data for 320 township and 53
city assessment districts.

The county equalization studies, which were based upon sample field
appraisals by the Tax Commission, provided estimates of the assessment-
appraisal value ratios of each property class within the individual local
assessment districts. The assessment-appraisal value ratios were adjusted
to the equivalent of a 100 percent assessment for all real property and
for all personal property within each assessment district.

It was assumed that the appraisal valuations of the Tax Commission
were a uniform measure of the true property values. Thus, in each district,
variations in the assessment levels of the individual property classes were
measured by the deviation of the individual property class assessment level
from the average assessment level of either all real property or all per-
sonal property in the district. The distribution of adjusted assessment-
appraisal value ratios was then computed for each property class.

Among the township assessment districts, 20 classes of real property
and 5 classes of personal property were analyzed. In general there were
wide variations among the assessment levels for each property class. The

analysis indicated that local assessors tended to over-value cutover lands,



farm vacant real estate, and lands upon which timber has been partially
harvested. Under-assessment was most prevalent for suburban residential
properties. There was also a tendency for assessors in predominately
rural areas to value potential homesite properties at higher levels and
farm improved real estate at lower levels than did assessors in urbanized
townships.

Township assessors tended to over-value pipelines and the personal
property of utilities, and to under-value farm and industrial personal
property.

Among the city assessment districts, 6 classes of real property
and 3 classes of personal property were analyzed. The data indicated
that utility real estate was over-valued and that potential business and
potential residential properties were under-valued by the local assessors.
City assessors also tended to over-value utility personal property and to
under-value industrial personal property.

The study concluded that assessments within the individual districts
were far from uniform and that certain classes of property were over-
assessed in a substantial majority of the districts. Moreover, the
present equalization system is not adequate to assure the equitable treat-

ment of all property owners.



BB e ————



THE GENERAL PROPERTY TAX IN MICHIGAN:
VARIATIONS IN LOCAL ASSESSMENT LEVELS

By

Arley Dean Waldo

A THESIS

Submitted to the College of Agriculture
Michigan State University of Agriculture and
Applied Science in partial fulfillment of
the requirements for the degree of

MASTER OF SCIENCE

Department of Agricultural Economics

1960



Gloegs™
S2y g0

ii

ACKNOWLEDGEMENTS

This project could not have been completed without the help and
encouragement of many others.

Special thanks are due to Professor Raleigh Barlowe, my major pro-
fessor, whose guidance was invaluable and whose own high standard of
scholarship was inspirational throughout this project.

I am indebted to Mr. Edward W. Kane, Secretary of the Michigan
State Tax Commission, and to his staff for facilitating the collection
of the data.

Mr. William H. Heneberry of the Department of Agricultural Economics
gave valuable assistance on several occasions. I must also thank the
Department of Agricultural Economics for the financial assistance which
made this undertaking possible and the various members of the clerical
staff who aided in the computational and typing work.

Credit is also due to my many fellow graduate students who provided
help and, more importantly, encouragement at every turn.

Finally I must express my deep appreciation to my wife. But for

her constant support and patience this task would have been impossible.



TABLE OF CONTENTS

ACKNOWLEDGEMENTS . « ¢ ¢ v ¢« ¢ v « o ¢« o o o o o o« o o
LIST OF TABLES . . « ¢ &« ¢ ¢« v ¢ ¢ ¢ o o o o o o o« &
LIST OF ILLUSTRATIONS . . « « ¢ ¢« ¢« o o ¢ o o o o o o o« o
CHAPTER

I. INTRODUCTION . « ¢ ¢ ¢ ¢ o o o o o o o o o o &

II.

III.

Nature of the Study . . . . . . . . . . « . .
The Problem . . . . . . . . . . . ..
Objectives . . . . . . . . . . . .

Historical Trends . . . . . ¢ ¢« ¢ & o« &« « o« &
Property Taxation in the United States .
Property Taxation in Michigan . . . . .

LEGAL AND ADMINISTRATIVE ASPECTS OF PROPERTY TAXATION

IN MIC HIGAN . . . . . . . . . . . . . . . . . L]

Legal Requirements . . . . « ¢ o ¢ o« « ¢ o o &
Constitutional Restraints . . . . . . . .
The Level of Tax Assessments c et e e e e
Exemptions from the General Property Tax
Property Tax Rate Limitations . . . . . .

Administration of the General Property Tax . .
Local Assessment Procedures . . . . .
Duties of the Local Assessor e e e e
Equalization of Assessment Districts . .
The State Tax Commission . . . . . . . . .
Equalization Study Procedures . . . . . .

THE MEASUREMENT OF ASSESSMENT INEQUALITIES . .

General Procedure . . . . . . . + . 4 4 ¢ . .
The Data . . . . ¢ ¢« ¢ v v 4 v o o o o &
The Counties Studied . . e e e e
Classification of Townships . . . . . . .
The Cities Studied . . . . . . . . . . . .
The Measurement of Variations in Property

Class Assessment Levels . . . . . . . .
Property Classes Studied . . . . . . .
Relative Importance of the Property Classes

iii

Page

ii

-

.. 12
« o 15
17

29
31
35

42



iv

Page
Limitations of the Study . . . . . « . . « . . « « .« . 67
Variations within Property Classes . . . . . . . . 67

Accuracy of State Appraisal Valuations . . . . . . 68

Related Studies . e . e e e e e e e e e e e 69
Assessment=-Sales Value Ratio Studies . . . . . . . 69

Studies in Other States . . . . ¢« ¢« « « « « « o « & 71

Michigan Studles . . . . . . . . . . o ¢ v o o .. 73

IV. VARIATIONS IN ASSESSMENT-APPRAISAL VALUE RATIOS . . . . . 78
Township Assessment Districts . . . . Ce e e 78

Average Assessment-Appraisal Value Ratios e e e 78
Variations in Real Property Assessment Levels . . . 82
Variations in Personal Property Assessment Levels . 114

City Assessment Districts . . . . B 8 V)
Average Assessment-Appraisal Value Ratios . . . . . 117
Variations in Real Property Assessment Levels . . . 119
Variations in Personal Property Assessment Levels . 122

Equalization of Local Assessments within Counties . . . 123

Eaton County . . . &+ & & v & v o o o s o e .o . 124
Shiawassee County . . . . . . .« . « « « « « « » . . 128

V. SUMMARY AND CONCLUSIONS . . . . . . « v &« « « « & « . . . 133

Legal Restrictions . . . . . . . . . . . ¢« ¢ « .+ « « . 133
Assessment Practices . . . . . . . . . . . . .. .. 135
Administrative Procedures . . . . . . . . . . . . . 135
Township Assessors . . . . . . . . . . . . ... . 136

Assessment Inequalities . . . . e e e e e e v e . . 138
Township Assessment Districts O 81
City Assessment Districts . . . . . . . . . . . . . 143
The Range of Adjusted Assessment Levels . . . . . . 145

Conclusions . . & & v v v v et e e e e e e e e e e .. 149

LITERATURE CITED . . + « « « + « o o o o o o o o o o o o o o o o 151



TABLE
1-1.

1-2.

2-1.

3-1.

3=-2.

3-3.

3-5.

3-6.

3-7.

3-8.

[‘-1.

4-2.

LIST OF TABLES

Page

State Tax Collections, Selected Years . . . . . . . . . 5
State and Local Property Tax Revenues, Selected Years. . )
Total General Property Tax Levies in Michigan, Selected

YEALS ¢ ¢ ¢ o o o o o o« o o o o o o s o o o o s o o 7
General Property Taxes Levied by Local Govermments in

Michigan, Selected Years . . . . . . . + ¢« « o ¢ « o . 9
Property Classification System of the Michigan State

Tax Commission . . . . « ¢ ¢ ¢« v ¢ ¢ ¢ o o+ o o o o o 39
General Property Tax Base in 21 Selected Michigan

counties . . L] . L] L] . . . . L] . . . . . L] . L] L] L] . . 46
Total Assessed Valuations of Real and Personal Property

in 21 selected Michigan Counties, 1957 . . . . . . . . 48
Number of Rural, Urban, and Resort Townships and Number

of Cities in 21 Selected Michigan Counties . . . . . . 51
Composition of the Real Property Tax Base, by Property

Class, Within Township Assessment Districts in Eaton

county . ° L] . . . . . . . . . . . . . . . . . L] L] . . 59
Composition of the Real Property Tax Base, by Property

Class, Within Township Assessment Districts in Emmet

COUNLY « ¢ & & ¢ ¢ & o o o o s o o o o o o o o o o o s 61
Composition of the Real Property Tax Base, by Property

Class, Within Township Assessment Districts in

Genesee COUNLY .+ « &+ « ¢ « & « o o o o o o o o o o o 4 62

Composition of the Real Property Tax Base, by Property
Class, Within Township Assessment Districts in
Ontonagon COUNLY « « + « &+ & o o o o o o o o o o « « . b4

Composition of the Personal Property Tax Base, by
Property Class, Within Township Assessment Districts
in Four Selected Michigan Counties . . . . . . . . . . 66

Variations in Average Assessment-Appraisal Value Ratios
by Township Group, for All Property . . . . « « . . . 79

Variations in Average Assessment-Appraisal Value Ratios
by Township Group, for Real Property . . . . . . . . 81



TABLE

4-3.

4-4,

4=5.

4-6.

4-7.

4-8 .

4-9.

4-10.

4-11.

4-12.

4-13.

4-14.

4-15.

vi

Page

Variations in Average Assessment-Appraisal Value Ratios
by Township Group, for Personal Property . . . . . . 81

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Farm Improved Real Estate in 314 Townships. 83

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Farm Vacant Real Estate in 310 Townships. . 85

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Business Improved Real Estate in 305
Townships and Business Vacant Real Estate in 142
Townships . . . . « ¢« v ¢ v ¢ ¢ o v o v o o o 0 0 e €9

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Industrial Real Estate in 183 Townships
and Utility Real Estate in 161 Townships . . . . . . 90

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Residential Improved Real Estate in 81
Townships and Residential Vacant Real Estate in 76
Townships . . . . ¢ . ¢ ¢« ¢ ¢ ¢« v ¢ ¢ ¢ o o ¢ o o o 96

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Suburban Acreage Improved Real Estate in
314 Townships . . . . . . . « . ¢ ¢« ¢ ¢ o v+ o o« .« 100

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Suburban Acreage Vacant Real Estate in
300 Townships . . . L] . Ll . . L L] . Ll L] . L L] . L] . L] 101

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Suburban Platted Improved Real Estate in
202 Townships . . . . . . . « . « ¢ ¢« ¢ v v o« o . . 104

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Suburban Platted Vacant Real Estate in
197 Townships . . . . . « v ¢« ¢« o v ¢ v v o o o « « o 105

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Suburban Acreage Improved 'B'" Real Estate
in 107 Townships . . . . . ¢« ¢« ¢ ¢« ¢« ¢ ¢« ¢« + « « + . 106

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Resort Acreage Improved Real Estate in
151 Townships e et e s e e s 4 e e e s o e« e« o . 109

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Resort Acreage Vacant Real Estate in 127
Townships . L] . . . (] . . L] L] . . . . L] L] . . . . . . 1]0



TABLE

4-16.

4-17.

4-18.

4-19.

4-23.

4-24,

4-25.

4-26.

4-27.

4-238.

5-1.

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Resort Platted Improved Real Estate in
116 Townships . . . ¢« « ¢ ¢« ¢ v v ¢ v o ¢ o o o

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Resort Platted Vacant Real Estate in 104
Townships . . . . . « ¢ ¢ ¢ ¢ v v ¢ ¢ ¢ o s o o

Distributions of Adjusted Assessment-Appraisal Value

Ratios of Timber, Part Timber, and Cutover Lands in

Townships . . . ¢« ¢ ¢ ¢ ¢ ¢ v v v v v e e e e e

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Farm, Business, and Industrial Personal
Property in Townships . . . . . . . « . .« « . .

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Utility Personal Property and Pipelines.

Variations in Average Assessment-Appraisal Value
Ratios for All Property, Real Property, and
Personal Property in 53 Cities . . . . . . . . . .

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Business Improved, Business Vacant,
Industrial, and Utility Real Estate in Cities

Distributions of Adjusted Assessment-Appraisal Value
Ratios of Residential Improved and Residential
Vacant Real Estate in 53 Cities . . . . . . . . .

Distributions of Adjusted Assessment-Appraisal Value

Ratios of Business, Industrial, and Utility Personal

Property in Cities . . . . ¢ ¢ ¢ ¢« ¢ ¢ ¢« &+ ¢« & o &

Assessment-Appraisal Value Ratios of Major Property
Classes in Eaton County, 1958 . . . . « o o s

Adjusted Assessment-Appraisal Value Ratios of Major
Property Classes in Eaton County, 1958 . . . . . .

Assessment~Appraisal Value Ratios of Major Property
Classes in Shiawassee County, 1957 . . . . . . . .

Adjusted Assessment-Appraisal Value Ratios of Major
Property Classes in Shiawassee County, 1957 . . .

Average Adjusted Assessment Levels of 20 Classes of
Real Property in 320 Townshfips . . . . . . . . . .

vii

Page

111

112

113

115

117

118

120

121

123

125

127

129

131

140



TABLE

5-2.

5-30

5-4.

5-5-

viii

Page

Average Adjusted Assessment Levels of 6 Classes of
Real Property in 209 Rural Townships . . . . . . . . 141

Average Adjusted Assessment Levels of 6 Classes of
Real Property in 74 Urban Townships . . . . . . . . 142

Average Adjusted Assessment Levels of 5 Classes of
Personal Property in 320 Townships . . . . . . . . 142

Average Adjusted Assessment Levels of 6 Classes of
Real Property and 3 Classes of Personal Property
1n 5 3 Ci t ies . . . L] L] . . - . . . . . L] . . L] L L . 14“



4-2.

4-3.

4-7 .

4-8.

4-9.

4-10.

4-11.

4-12,

LIST OF ILLUSTRATIONS

Geographic location of 21 study counties . . . . . .

Distribution of adjusted assessment-appraisal value

ratios of Farm Improved Real Estate in 314 Townships .

Distribution of adjusted assessment-appraisal value

ratios of Farm Vacant Real Estate in 310 Townships .

Distribution of adjusted assessment-appraisal value
ratios of Business Improved Real Estate in 305
Townships . ¢« « ¢ ¢« ¢ ¢« ¢ ¢ o ¢« o ¢ ¢ o o o o o

Distribution of adjusted assessment-appraisal value
ratios of Business Vacant Real Estate in 142
Townships . . . . . & . ¢ ¢« ¢ « v v v e v o v o

Distribution of adjusted assessment-appraisal value
ratios of Industrial Real Estate in 183 Townships

Distribution of adjusted assessment-appraisal value
ratios of Utility Real Estate in 161 Townships .

Distribution of adjusted assessment-appraisal value
ratios of Residential Improved Real Estate in 81
Twns hips . . L] L] L] L] . . . . L[] L] . L . L] L] . . .

Distribution of adjusted assessment-appraisal value
ratios of Residential Vacant Real Estate in 76
Townships . . . . ¢« ¢ ¢ ¢ ¢ ¢ ¢ ¢« o o o o ¢« o o

Distribution of adjusted assessment-appraisal value
ratios of Suburban Acreage Improved Real Estate in
3 14 Twns hips . . L] . . . L] . . L] . L] . . . . L] .

Distribution of adjusted assessment-appraisal value
ratios of Suburban Acreage Vacant Real Estate in
300 Townships . . « ¢« . ¢« ¢ ¢ ¢ ¢ ¢ 0 ¢ o o o o

Distribution of adjusted assessment-appraisal value
ratios of Suburban Platted Improved Real Estate
in 202 Townships . . . . . . + ¢« ¢« « + & e o e

Distribution of adjusted assessment-appraisal value
ratios of Suburban Platted Vacant Real Estate in
197 Townships . .« . & ¢ ¢ ¢ ¢ ¢ ¢ o ¢ o o o o o &

ix

Page

88

91

92

94

95

98

99

102

103

107

108



FIGURE Page

5-1. Range of adjusted assessment-appraisal value ratios
in 320 Michigan townships . . . . . + ¢« + « ¢« « « « . . l46

5-2. Range of adjusted assessment-appraisal value ratios
in 53 Michigan cities . . . . . . . . ¢« ¢« ¢« ¢« « « « . . 148



CHAPTER 1

INTRODUCTION

One of the most pronounced changes in the economic character of the
United States, especially over the past three decades, has been the
rapid growth of both the absolute amount and relative importance of
government revenues and expenditures in the nation's economy. The
economic activities of the federal government, given impetus by efforts
to combat the depression of the 1930's, have accounted fér a substantial
part of the increased importance of public finance. But, state and
local governments have also felt the demand for the expansion of public
facilities and services., At all levels of government the complex of
the nation's growing population has brought demands for social and
public services which can be provided only by government. This demand
has placed a heavy burden upon the tax base of the nation, and it has
created a great deal of interest in the subject of taxation.

The general purpose of the following study is to focus attention
upon the general property tax in Michigan. The taxation of property
has probably been subjected to more sustained criticism than has any
other general form of taxation in the United States. However, despite
serious faults, the general property tax still remains the basic source

of tax revenue for local units of government.

Nature of the Study

The Problem
In the broadest sense, the general property tax is a tax on all

forms of wealth, both tangible and intangible, levied at a uniform rate
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according to the prevailing market value of the property.1 However, in
practice the general property tax varies in several respects from this
general definition. First, many types of property are excluded from
taxation entirely or are taxed at rates which differ from those applied
to other types of property. There is little uniformity among states as
to the types of property that are wholly or partially exempted from
taxation. Second, given the legal requirements for property taxation
within the state, the failure to uniformly assess the taxable property
results in the inequitable treatment of some property owners.
Disregarding the question of the "fairness' of the legal stipula-
tions of the property tax,2 the primary problem associated with the
taxation of property is that of uniform property assessment. Alfred
Marshall once commented that ''the difficulty of assessment, though un-
doubtedly very great, is of a kind to be diminished rapidly by experience;
the first thousand such assessments might probably give more trouble,
and yet be less accurately made than the next twenty thousand."3 None-
theless, the problem of uniformly assessing all property at the same
percentage of current market value is still of major concern in Michigan

today.

1Cf. Harold M. Groves, Financing Government (Fourth edition; New
York: Henry Holt and Company, 1954), p. 43.

2The terms ''general property tax'' and ''property tax' will be used
interchangeably hereafter.

3Alfred Marshall, Principles of Economics (Eighth edition; London:
Macmillan and Company, 1956), p. 663n. (First published in 1920).




Ob jectives

This study deals generally with the operation of the general property
tax in Michigan and, more specifically, with the assessment practices
of the assessing officers in the local tax districts. The objectives
of the study are twofold: First, to review the legal and administrative
aspects of the Michigan property tax system; and, second, to ascertain
the extent to which certain classes of property are being either over-
assessed or under-assessed relative to the assessment levels of other
classes of property within the local assessment districts.

An appraisal of the activities of Michigan's local assessors
necessitates a brief study of the historical development of the current
property tax system. Moreover, the criteria against which the quality
of local assessment must be judged are determined by the legal require-
ments for property taxation.

The analytical portion of this study is concerned with the rela-
tionships among the average assessment levels of different classes of
real and personal property within each of the local assessment districts
in twenty-one Michigan counties. Although it is generally conceded
that there is a wide variation in the average assessment levels of the
various local districts, previous studies have not placed major emphasis
upon the variations which exist among different property classes. The
general hypothesis of the current study is that certain classes of
property are, in a substantial majority of the cases, either over-
assessed or under-assessed relative to the average assessment level of all

classes of property within the local assessment district. Hence, it is
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hypothesized that the owners of certain types of property are receiving

inequitable treatment under current assessment practices.

Historical Trends

Property Taxation in the United States

The general property tax has been, historically, a major source of
revenue for both state and local governments. The federal government
has levied a property tax on only three occasions,4 but the constitutional
requirement that all direct federal taxes be levied upon the states in
proportion to their population has prevented any extensive use of the
property tax as a source of federal revenue.

Prior to the 1930's state governments relied heavily upon the
general property tax; but, as the demand for state governmental expendi-
tures increased and the property tax delinquencies of the depression
years substantially limited property tax receipts, the states were
forced to seek new sources of revenue. As indicated in TABLE 1-1,
state tax revenues now result largely from general sales, use, and gross
receipts taxes, and from personal and corporate income taxes.

Although the general property tax now accounts for only a minor
portion of state tax revenues, it has consistently provided local govern-
ments with their only important source of tax revenue. A comparison of

the relative importance of property tax revenue in state and local

AGroves, op. cit., p. 4l.



TABLE 1-1 State tax collections, selected years
(in millions of dollars)

b

Sales use and Income Property
Year Total? Gross Receipts Taxes Taxes
1915 368 2 186
1922 947 98 348
1925 1,305 103 359
1930 2,108 1 233 345
1933 1,724 16 121 285
1935 2,217 284 159 248
1940 3,313 499 361 260
1945 4,307 776 809 276
1950 7,912 1,670 1,310 307
1955 11,584 6,864 1,821 412
1957 14,531 8,436 2,547 479

3Excluding unemployment compensation.

bBoth corporate and personal.

Source: United States Bureau of the Census, Historical Statistics
of the United States, 1789-1945 (Washington: United States
Government Printing Office, 1949); Continuation to 1952
of Historical Statistics of the United States, 1789-1945
(Washington: United States Government Printing Office,
1954); and Statistical Abstract of the United States, 1956
and 1958 (Washington: United States Government Printing
Office, 1956 and 1958).

governmental finance is given in TABLE 1-2. Property taxes have pro-
vided as much as 50 percent of all state tax revenues in the past, but

in 1953 property taxes accounted for only 3.5 percent of the total state
tax receipts. On the other hand, the genergl property tax has consis-
tently provided local governments with about 90 percent of their total
tax revenues. Many state governments have abandoned the general property
tax altogether, thus leaving this area of taxation exclusively to local

units of government.



TABLE 1-2 State and local property tax revenues,
selected years

(in millions of dollars)
Property Tax Receipts

as a Percentage
Property Tax Receipts Total Tax Receipts of Total Tax Receipts

Year State Local State Local State Local
1902 82 624 156 704 52.6 88.5
1913 140 1,192 301 1,308 46.5 91.1
1932 328 4,159 1,890 4,274 17.3 97.4
1946 249 4,737 4,937 5,157 5.1 91.7
1953 365 9,010 10,552 10,356 3.5 87.1

Source: Kenyon K. Poole, Public Finance and Economic Welfare
(New York: Rinehart and Company, 1956), p. 277.

Insofar as the combined total tax revenue of the federal, state,
and local governments 1is concerned, the relative importance of the general
property tax has declined a great deal since the 1930's. This, of course,
occurred as the federal and state governments turned to new taxes, es-
pecially sales and income taxes, as sources of tax revenue.? In 1956
property taxes yielded only 13 percent of all tax revenues in the United

States.6

Property T:xation in Michigan

General History. The general property tax has been an important

source of revenue to both the state and the local governments in Michigan.

35ee Mabel Newcomer, '""The Decline of the General Property Tax," The
National Tax Journal, Volume VI (March 1953), pp. 38-51.

6United States Bureau of the Census, Summary of Governmental Finances
in 1956 (Washington: United States Government Printing Office, 1957),
p. 20.




In 1910 a total of $35.7 million in property taxes were levied in the
state as a whole. Of this amount, $4.7 million was levied by the state
government, and $31.0 million was levied by various local units of govern-
ment. TABLE 1-3 gives the total amount of property taxes levied in the
state by all governmental units, and the proportion of the total amount
that was levied by the state government, for selected years since 1910.
The total property tax levy increased rapidly following World War I,
reaching a peak of $266.8 million in 1930. During this period the pro-
portion of the total property tax levied by the state government declined

slightly from a high of 16 percent in 1915 to 11 percent in 1930.

TABLE 1-3 Total general property tax levies in Michigen,
selected years

(in millions of dollars)

State Levy as a
Percentage of

Year Total Levy State Levy Total Levy
1910 35.7 4.7 13
1915 60.6 9.5 16
1920 140.4 17.4 12
1925 191.7 17.8 9
1930 266.8 29.5 11
1935 147.5

1940 166.8

1945 205.3

1950 342.1

1955 563.9

1957 710.5

Source: Michigan State Tax Commission, Twenty-Fifth Report:
1947-48 (Lansing, 1949) and Thirtieth Report: 1957-1958
(Lansing, 1959).

The depression of the 1930's led to lower property values and a
substantial increase in the number of property tax delinquencies. The

inability of property owners to meet tax payments as property values and
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incomes dropped during the depression, along with the general plight of
government financial conditions, resulted in a number of tax reform
measures. In 1932 the state government assumed most of the cost of con-
struction and maintenance of county and township roads. The following
year a state sales tax was enacted, and the state government levied a
general property tax for the last time in 1934, Since that time the
general property tax has been levied solely by local units of government.
However, the state has continued to levy a specific tax on certain
utilities.

The total assessed valuation of property subject to the general
property tax rose steadily to a high of nearly $8.5 billion in 1930.
The declining property values of the 1930's forced the total valuation
down to a low of $5.7 billion in 1935.7 Since that time the size of
the Michigan property tax base has increased in nearly all years. In
8

1958 the total tax base was just under $16 billion in assessed valuation.

The Reliance of Local Governments on Property Tax Revenue., Five

different units of local government--counties, townships, cities, vil-
lages, and school districts=--depend upon property taxes as a major

source of revenue. The total amounts of property taxes levied by these
five governmental units in selected years since 1940 are given in TABLE 1-4.

The total levies of townships and villages have been comparatively small.

7Part of the decrease in valuation was caused by the removal of
tax-reverted lands from the local assessment rolls,

8Michigan State Tax Commission, Thirtieth Report: 1957-58 (Lansing,
1959), p. 66.




TABLE 1-4 General property taxes levied by local govern-
rents in Michigan, selected years

(in millions of dollars)

Year County? Townshipb School City Village
1940 31.6 2.7 51.3 76.7 4.2
1945 35.1 3.2 71.6 90.9 4.4
1950 65.0 2.7 131.8 136.2 6.3
1955 102.3 8.6 260.2 184.2 8.5
1957 125.6 8.2 338.6 230.6 7.4

8Includes amount levied for county and covert roads.

bIncludes amount levied for township highways.

Source: Michigan State Tax Commission, Thirtieth Report: 1957-58
(Lansing, 1959), p. 67.

In 1957 somewhat less than one-half of the total levy was made by school
districts. Cities were second in importance, followed by counties.

Since 1940 the amount of property taxes levied by school districts has
increased much nore rapidly than have the amounts levied by other govern-
mental units.

In a sample of 143 Michigan townships Heneberry and Barlowe found
that the general property tax levies, measured in terms of 1940 dollars,
increased 1.8 times in 93 agricultural townships and nearly 6 times in
50 urbanized townships in the period from 1940 to 1955.9 Moreover, the
relative amounts of taxes levied by local governmental units changed

considerably during the same period.lo County taxes in the agricultural

townships were more than one-half of the total levy in 1940, but by

William H. Heneberry and Raleigh Barlowe, Property Tax Trends Affect-
ing Michigan Farmers, Michigan Agricultural Experiment Station, Special
Bulletin 421, 1958, pp. 8-11.

101bid. pp. 17-19.
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1955 they accounted for less than two-fifths of the total. In the urban-
ized townships the proportion of the total levied by the counties
decreased from about one-third in 1940 to less than one-fifth in 1955.

Township taxes became relatively less important in both the agri-
cultural townships and the urbanized townships in the period from 1940
to 1955 although they continued to account for a larger percentage of
the total tax levy in the urbanized townships than in the agricultural
townships. In 1955 township taxes made up less than one-tenth of the
tax load in the urbanized townships. On the other hand, school taxes
became more important in both groups of townships during the period.
Among the agricultural townships, school districts took less than two-
fifths of the property tax revenues in 1940 and about three-fifths in
1955. During the same period school taxes increased from less than
three-fifths to more than seven-tenths of the total levy in the urbanized
townships.

Since substantial amounts of local government revenues cowe from
nontax sources, the importance of the property tax to local governments
should also be considered in relation to total revenues from all sources.
The following data are provided by a recent study.11 In the calendar
year 1955 property taxes constituted more than 47 percent of the total
revenue, from all sources, of Michigan county governments. State aid
for highways was the second most important source of county revenue--
slightly less than 29 percent of the total. No other single source

accounted for as much as 10 percent of the total revenue.

llgobert H. Pealy et al., '""The General Property Tax," Michigan Tax
Study: Staff Papers (Lansing, 1958), pp. 196-199.
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Nearly 67 percent of the total revenue of township governments
came from state collected--locally shared receipts in the 1955 fiscal
year. Property tax revenue contributed slighly less than 20 percent of
the total. However, the total revenue for all townships amounted to only
slightly over $25 million for the year.

In the fiscal year 1955 the total revenue for 459 of 496 Michigan
cities and villages was about $375 million. Property tax collections,
which made up 38.4 percent of the total, were the largest single source
of municipal revenue. Income from public utilities and other public
enterprises accounted for 24 percent of the total and ranked as the
second most important revenue source.

Tﬁichigan school districts received approximately $438 million in
revenue in the 1955 fiscal year. Property tax receipts were again
the largest single source of revenue. About 47 percent of the total
revenue of school districts came from property taxes. Nearly all of
the other revenues resulted from state and federal school aid.

With the exception of townships, which are relatively unimportant
insofar as total revenues are concerned, the general property tax
provides the largest single source of revenue for all local units of
government in Michigan. Purthermore, property taxes are the only
important source of tax revenue for all local governmental units. Al-,
though the comparative importance of the general property tax varies
among the individual governments in each class, the over-all importance

of property tax revenue to local governments is readily apparenf?

!
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CHAPTER 11

LEGAL AND ADMINISTRATIVE ASPECTS OF PROPERTY TAXATION IN MICHIGAN

As a prerequisite to any study of taxation, attention must necessarily
be given to the legal and administrative framework of the tax system in
quaestion. This is particularly important in the study of property
taxation. The evolution of the Michigan property tax system merits
review for two reasons: First, the present-day property tax procedures
can be fully understood only as the result of legal modification and ad-
ministrative interpretation throughout its long history. Second, the
inequities of the existing property tax system are most readily measured
ag deviations from the legal requirements which govern the administration

of property taxation.

Legal Requirements

The legal foundation of the general property tax system is comprised
of constitutional restrictions, state statutes, and court interpretation
of both constitutional and statutory provisions. Important modifications
of the Michigan property tax system have occurred in all of these areas

over the past fifty years.

Constitutional Restraints

State Taxing Powers. The Michigan constitution deals extensively

with the field of taxation. The taxation powers of the state govermment
are implied by the nature of its existence. The state possesses all of
the taxing powers which are not specifically prohibited by the federal

constitution. And, of course, the taxing powers of the state government
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may be further limited by the state constitution. The authority of the
state to levy and collect taxes is inherent to the legislative branch
of the state government.

Local Taxing Powers. All units of local govermment within the state

derive their authority from the state. Since the state cannot grant to
local governments any powers which it does not have, all state (and
federal) constitutional restrictions concerning taxation are, in effect,
restrictions upon the local units of government as well. 1In light of
these constitutional provisions the taxing powers of local governments
are further established by the statutes of the state. Thus both the
constitution and the legislature may act to limit local govermment
taxing powers.

The General Property Tax. Article X of the Michigan constitution

deals at some length with the subject of finance and taxation. Section 3
of Article X instructs that

The legislature shall provide by law a uniform rule of taxa-
tion, except on property paying specific taxes, and taxes shall
be levied on such property as shall be prescribed by law: Provided,
That the legislature shall provide by law & uniform rule of taxa-
tion for such property as shall be assessed by a state board of
assessors, and the rate of taxation on such property shall be the
rate which the state board of assessors shall ascertain and
determine is the average rate levied upon other property upon
which ad valorem taxes are assessed for state, county, township,
school and municipal purposes.

Section 4 of Article X further states that ''the legislature may by
law impose specific taxes, which shall be uniform upon the classes upon

which they operate". Thus the legislature is clearly authorized by the

1Italics mine.
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constitution to levy both ad valorem (according to value) taxes and
specific taxes upon selected classes of property. In addition, the
constitution also provides that a state board of assessors shall be
responsible for the assessment of certain public utility properties.
These public utilities include, for the most part, railroads and rail-
road properties, and telephone and telegraph conpcnias.z

Section 3, Article X of the constitution obviously refers to the
levy of a general property tax. It is important to note that the con-
stitution calls for a "uniform rule of taxation'. Hence, the constitu-
tion prohibits the establishment of varying tax rates for different
classes of property. However, property which is subject to a specific
tax is exempt from this general provision. Section 4 of Article X
expressly provides that specific taxes need be uniform only upon the
class of property which is subject to a particular specific tax. This
rate may be different from that applied in the levy of a general
property tax. Some of the most important court decisions in the area
of taxation have dealt with the question of whether or not a particular
tax was a specific tax and, hence, not subject to the general rule of
uniformity.

With the exception of the uniformity provision the constitution
permits the legislature wide latitude in selecting the procedures by
which a general property tax shall be administered. And the state is
free to determine which classes of property shall be subject to a

general property tax.

2M1chigan, Constitution, Article X, section 5.
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The Level of Tax Assessments

The General Property Tax. The constitutional requirement that

the legislature provide by law "a uniform rule of taxation, except on
property paying specific taxes," is also a mandate which requires that
all classes of property subject to an ad valorem tax be agssessed at the
same proportion of current market value. Section 7, Article X of the
constitution further states that "all assessments hereafter authorized
shall be on property at its cash value! The term '"cash value' has
been defined by law as

the usual selling price at the place where the property to

which the term is applied shall be at the time of assessment,

being the price which could be obtained therefore at private
sale, and not at forced action sale.3

Thus the task of the assessing officer is clearly defined. All property
subject to ad valorem taxation must be assessed at a uniform level.

And the required level of assessment is the actual cash value of the
property at the time and place of assessment. (}n this connection the
Michigan Supreme Court has ruled that all property, except that sub-

ject to specific taxation, must be assessed at actual cash valu%}f The
court has further held that the assessment level of any class of property
cannot be reduced arbitrarily and must be maintained at cash vnlue.s

In the assessment of property the assessing officer is also in-

structed by law to '"consider the advantages and disadvantages of locationm,

3Michigan, Compiled Laws (1948), section 211.27. Italics mine.

4Hudson Motor Car Company v. Detroit, 282 Michigan 69 (1937).

SHayes v. City of Jackson, 267 Michigan 523 (1934).
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quality of soil, quantity and value of standing timber, water power and
privileges, mines, minerals, quarries or other valuable deposits known
to be available therein and their valuc.jk In the determination of
actual cash value the assessor is required only to use his best judgment
and information.’ However, the courts have also held that the assess-
ment of property at any level other than cash value is illegal and con-
8

stitutes a violation of the assessor's oath of office.

Specific Taxes. The constitutional provision for specific taxes,

which need be uniform only upon the class of property subject to specific
taxation, has permitted the enactment of several important taxes which
could not have been imposed otherwise. But, the failure of the consti-
tution to adequately distinguish between ad valorem and specific taxes
has resulted in the challenge of nearly all specific taxes enacted by

the state legislature on the grounds of unconstitutionality under the
uniformity rule. It should be noted that the constitution does not

limit the classes of property which may be taxed at specific rates.

Special Assessments. Special assessments, as opposed to the

general property tax, are ordinarily made to finance particular local
improvements which will directly benefit certain property owners. Such

asgsessments are usually computed.on the basis of the estimated increase

OMichigan, Compiled Laws (1948), section 211.27.

7C£. Peningula Iron Company v. Crystal Falls, 60 Michigan 510
(1886); and Meade v. Haines, 81 Michigan 261 (1890).

8Watt10s v. Lapeer, 40 Michigan 624 (1879).
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in property values which will result from the improvement for which the
assessment was made. Public projects which are commonly financed by
special assessments include drainage districts, sewer lines, water
mains, and similar improvements.

Since the increases in property values associated with specific
improvements are not necessarily in proportion to current property
values, the special assessment is not a tax on the full property value.
Hence, the supreme court has held that the rule of uniformity, as
required of general property taxes, is not directly applicable to

special assessments made for a specific public improvement.9

Exemptions from the General Property Tax

The Michigan constitution does not deal specifically with the
question of exemptions in the levy of general property taxes; therefore
the legislature has had a great deal of freedom in determining which
classes of property are to be taxed. There are two principal reasons
for exempting certain property classes from the general property tax:
(1) to avoid double taxation of property upon which other types of
taxes are levied and (2) to give preferential treatment to certain types
of property.

There is little uniformity among states as to the property classes
which are exempt from the general property tax. Some states exempt all
personal property from taxation and levy a general property tax only

upon real property. Other states tax most classes of both real and

ood v. Village of Brockwood, 328 Michigan 507 (1924).
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personal property. The general property tax is, by its broadest defi-
nition, a tax on all forms of wealth. However, in practice many types
of property are either completely or partially exempt from taxation.
Although the 1list of exemptions varies greatly among states, the direct
comparison of property tax exemptions is misleading when the exempt
property classes are subject to other forms of taxation.

General Exemptions. The General Property Tax Act of Michigan

specifically provides

That all property, real and personal, within the jurisdiction

of this state, not expressly exempted, shall be subject to

taxation.
The 1list of exemptions to the general property tax in Michigan is quite
extensive. Although the size of the tax base which is exempt from
taxation is not accurately known, estimates range between 13 and 30
porcenc.ll

The most important exemption from property taxation in the state
is probably intangible personal property, which is now subject to

specific taxation.lz

In the 1957 fiscal year the state-levied intangibles
tax accounted for nearly $24 million in state tax revenue. During that
same period local units of government levied a total of about $622 million

in property taxes.

lonichigan, Compiled Laws (1948), section 211.1.

llponna M. Werback, Tax Exemptions in the State of Michigan (Papers
in Public Administration No. 2; Ann Arbor: Bureau of Government,
University of Michigan, 1948), p. 7.

12Michigan, Public Act 301, 1939, as amended.
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Certain other classes of property are subject to specific taxes
and, therefore, are exempt from the general property tax. Most prominent
among these exemptions are the personal property of domestic bank and
trust companies, the personal property of foreign insurance companies
which is not held for investment purposes, motor vehicles upon which
registration fees have been paid, grain taxed under the specific grain
tax, gas and oil which is subject to a severance tax, and commercial
forest reserves. In addition, special treatment is accorded farm food
products held in public storage, goods stored in public facilities for
shipment to other states, certain classes of boats and shipping vessels,
private forest reserves, trailer coaches in parks, unregistered motor
vehicles held by dealers, and wild or cutover lands.

Real Property Exemptions. The General Property Tax Act, as amended,
13

also grants complete exemption to certain classes of real property.
Under the usual conditions of use, total exemption is given to all
public property of the federal government and the state of Michigan.
Complete exemption is also extended to all public lands and buildings
owned by counties, townships, cities, villages, and school districts.
In addition, the real estate of library, benevolent, charitable, educa-
tional, and scientific institutions are wholly exempt from taxation.
Also excluded from property tax assessment are the real property of
nonprofit organizations which is used for health or hospital purposes,
the charitable h&mes of fraternal or secret societies, and the real

estate (not to exceed 160 acres) owned by boy or girl scout organizations.

13Hichigan, Public Act 206, 1893, section 7, as amended.
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The usual exemption is applied to churches and parsonages, and to
cemeteries. Other exemptions include the property of agricultural
societies used as fair grounds, land dedicated to the public, and the
grounds and armories of military organizations.

The legislature has provided that certain war veterans and widows
of veterans shall be extended a homestead exemption on real estate to
the value of $2,000. Blind persons are also eligible for exemption of
not more than $2,000 on real estate assessments. In addition, poor
persons may be exempted from taxation of both real and personal
property at the discretion of the local assessing officer and the
local board of review.

Personal Property Exemptions. The legislature has authorized the

exemption of certain classes of personal property from the general
property tax.14 Total exemption is granted to the personal property
of benevolent, charitable, educational, and scientific institutions;
libraries and public reading rooms; patriotic associations and youth
organizations; and organized or independent fire companies. Pensions
receivable from the federal govermment and the property of Indians
who are not citizens are also exempted.

Extensive exemptions are granted to household personalty. The
law expressly exempts the library, school books, family pictures, all
clothing and one sewing machine per family from taxation. Furthermore,
each household is given an exemption on household furniture, provisions,
and fuel to the value of $5,000. Mechanics tools to the amount of $500

are exempted, and a $500 exemption {s granted to private businesses.

l41pid.
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Personal property exemptions are also extended to Michigan farmers.
All sheep and swine not over six months old, and all horses, mules, and
cattle not over one year old are totally exempted from taxation. Each
farmer is granted an additional exemption to value of $1,000 on other
farm personalty.

According to one recent study, there are only a few cases of 'dis-
tinctive treatment" under the General Property Tax Act: (1) the use of
a special formula in the valuation of low-grade ore properties and the
central assessment of all mining properties by the State Geologist;

(2) the computation of the value of the personal property of domestic
insurance companies from their annual reports to the Commissioner of
Insurance, after the deduction of legal reserves; and (3) the optional
use of average monthly valuations in the assessment of commercial and

manufacturing inventories. 15

Property Tax Rate Limitations

General Considerations. In most states, including Michigan, there

is a constitutional or statutory limit to the general property tax rate
which may be levied against the total assessed valuation within the local
tax districts. There are two types of rate limitations which are com-
monly used: (1) an over-all rate limitation which fixes the maximum
aggregate rate which may be applied to all property valuations, and

(2) a specific rate limitation which fixes the maximum rate which may be

applied by each local unit of government. However, other types of rate

15Robert H. Pealy et al., "The General Property Tax', Michigan Tax

Study: Staff Papers (Lansing, 1958), p. 205.
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limitations are also in use. 1In some cases different rate limitations
may be established for different property classes, or the limitation may
be tied to the amount of the previous year's tax levy.

In several instances the setting of tax rate limits have had un-
desirable effects. For example, the state of Washington established a
40 mill rate limitation with the general belief that the maximum rate would
be more than adequate. However, despite the legal stipulation that all
propérty shall be assessed at 50 percent of current market value, there
developed a tendency for the millage levy to be maintained at the maxi-
mum rate of 40 mills while the assessment level was varied in order to

16 In this case the results of

satisfy changing revenue requirements.
the rate limitation were a general reduction of assessment levels, an
annual adjustment of assessment levels as dictated by the amount of
property tax revenue needed, and a fairly stable tax rate. his example
illustrates the necessity of regulating both the tax rate and the assess-
ment level ;f adequate control of the maximum property tax levy is to
be achieved.

The over-all property tax rate limitation is generally acknowledged
to be more effective in holding down or reducing aggregate property tax
'rates than are specific limitations. But the application of an over-all

rate limitation requires that some sort of allocation system be employed

to apportion the available millage among the various competing units of

16Mnurice W. Lee, Tax Structure of the State of Washington (Economic
and Business Studies, Bulletin No. 1l4; Pullman: The State College of
Washington, April, 1950), pp. 95-96.
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local govermment. As pointed out by Groves, the over-all rate limitation
also has the effect of limiting the freedom of the local citizenry in

determining the amount of their own money which is to be spent on public

services.17

Property tax rate limitations have been criticized on several counts,
but most criticism has been based on two opposing arguments. Some have
charged that the rate limitations have been ineffective in holding the
property tax burden within a fixed limit. Although some flexibility is
usually conceded to be necessary, the ease with which some limitations
can be exceeded has brought forth agitation for more rigid limitations
in some states. On the other hand, many are inclined to agree with the

writer who concluded that
/ Since the severest forms of property tax limitations were
introduced during and because of depression, the original reasons
for setting a ceiling to property tax rates no longer exist.
Where other taxes have been developed to take the place of the
property tax, however, the decline in the relative role of the
latter is probably permanent. Even go, it would be desirable
to remove the limitation. More revenues may be needed in the
. future, and it may biBnecesaary to exploit further the potentialities
\ of the property tax.
-
i Nonetheless, in some cases further exploitation of property taxation

19

\\seems politically infeasible.

17Harold M. Groves, Financing Government (Fourth edition; Henry
Holt and Company, 1950), pp. 90-91.

-~ 18Knnyon E. Poole, Public Finance and Economic Welfare, (New York:
Rinehart and Company, 1956), pp. 298-299. 1Italics mine.

r

19Recent1y, the decision of the selectmen in one New England com-
munity to raise real estate taxes was countered with a special meeting
of the citizens, who voted to dismiss all five selectmen from their
*\\jobs. '"Miscellany'", Time, October 5, 1959, p. 15.
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In Michigan the over-all tax rate limitation has been applied. The
first rate limitation was established as a part of the general tax
reform measures of the early 1930's; however since that time the legal
interpretation of the limitation has changed somewhat.

The Fifteen-Mill Limitation. In 1932 the Michigan constitution

was amended to provide an over-all limitation to the tax rate which
could be applied in the levy of general property taxes.zo The amend-
ment specified that the aggregate taxes levied against property shall
not exceed 1.5 percent (15 mills) of the assessed valuation of the
taxable property. Funds required for the servicing of previously in-
curred debt were excluded from the limitation. Furthermore, the
amendment provided that the maximum rate could be increased to as much
as 5 percent for a period not to exceed five years upon a two-thirds
vote of the local electorate.

At the time the original amendment was ratified, it was generally
believed that the 15-mill limitation applied to the total millage levy
of all assessing districts. The Michigan Supreme Court ruled in 1933,
however, that municipalities were not automatically included under the
15-mill limitation.ZI Nonetheless, municipalities could, by choice,
amend their charters to come under the 15-mill limit.

The public pressure for increased government spending in the 1940's

especially following World War II, led to an amendment of the 15-mill

ZoMichigan, Constitution, Article X, section 21.

215chool District of Pontiac v. City of Pontiac, 262 Michigan 338
(1933).
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limitation in 1948. As amended, the rate limitation can now be in-
creased to as much as 50 mills for a period not to exceed twenty years
by a simple majority vote of the local electorate. The legislature
further provided in 1949 that no municipality may include a rate limi-
tation in its charter which reduces the aggregate rate of other local
governments to less than 15 mills.ZZ Hence, municipalities are no
longer included under the 15-mill limitation. Today the 15-mills are
generally divided among the county, the townships, and the school
districts. The 15-mill limitation also applies to ad hoc local govern-
ments.23 However, the limitation does not affect the levy of special
asseasments.z4 In addition, the 15-mill limitation may now be exceeded

in the financing of certain school construction bonds.

Municipal Tax Rate Limitations. Cities and villages chartered

under the "home-rule' section of the Michigan constitution have the
option of including in their charters tax rate limitations of not more
than 20 mills%s’zigf no limitation is included in the charter, a
statutory limitation of 10 mills is imposei) The tax limitation of a
home-rule city may be increased to as much as 50 mills for a period

not to exceed twenty years by a majority vote of the municipal electorate.

22Michigan, Compiled Laws (1948), section 211.107a.

23‘§chool District of Pontiac v. City of Pontiac, 262 Michigan 338
(1933).

28Graham v. City of Saginaw, 317 Michigan 427 (1947).

25Michigan, Statutes Annotated, section 5.2073.

261n villages not chartered under the home-rule section, the rate
limitation is 12.5 mills. See Michigan, Compiled Laws (1948), sec. 78.26.




26

Administration of the General Property Tax

Prior to the actual levy and collection of the general property
tax there are three major steps in the valuation of property: (1) local
assessment, (2) review of individual assessments, and (3) equalization
of assessment valuations at both the county and state levels. We shall
review the administrative procedures followed in these three steps
and, in addition, examine rather closely the administrative functions of
the state govermnment which relate to the general property tax.

,af”r

Local Assessment Procedures \

General Responsibilities. In general, the assessment of property

for the purpose of taxation is accomplished by the local units of
govermment throughout the United States. In a majority of states
property assessment is carried out on a county basis, but in a sub-
stantial number of states the townships, villages, and cities are the
local assessment districts. A system of joint county and local
government assessment is also employed in some states.27
The local assessing officer is responsible for listing each parcel
of taxable property and its assessed valuation on the local tax roll.
In Michigan, as in most states,(?ll property assessments are required

to be at true cash valua. Barlowe noted in 1958, however, that five

states call for assessment at some specified percentage less than cash

275ee Raleigh Barlowe, Land Resource Economics: The Political

Economy of Rural and Urban Land Resource Use (Englewood Cliffs: Prentice-
Hall, Inc., 1958), pp.553-554.
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or market value and that three other states require the assessment of
different classes of property at varying percentages of actual value.?28
In some states the local assessing officer is required to meet
certain minimum requirements concerning training and experience in
property appraisal. Quite often such requirements are prerequisites
for appointment to the position of assessor. In other states, however,
the office of assessor is an elective position which requires few, if

any, special qualifications. There is no doubt that the qualifications

of local assessing officers vary widely throughout the country.

Local Assessment in Michigan. 1In Michigan each township and city
is a separate assessment district for the purpose of property taxation.
Hence, there are nearly 1,500 assessing officers who are responsible
for the assessment of taxable property in each of about 1,260 townships
and 205 cities within the state. 1In addition, each village within the
state also has an assessor who is responsible for the assessment of
property within the village limit. However, the township assessor also
assesses all property within the villages of his assessment district,
and the assessments made by the township assessor are used in the levy
of all but village taxes.

The task of property assessment in Michigan townships falls upon
the duly elected township supervisor in each township. The regular term
of the township superviso;vI: two years. Although the duties of the
township assessing officer have been prescribed by law in some detail,

there are no special qualifications necessary for election to the office

of township supervisor.

281p1d., p. 554 n.
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The complexity of the assessment process and the amount of taxable
property vary widely among the individual townships. The assessment of
property in some of the less populous northern townships requires omnly
a fraction of the work necessary in the highly suburbanized townships
adjacent to the larger cities of the state. In order to provide assis-
tance to the township supervisors in districts where the assessment job
has grown too large and complex for one individual, the legislature
authorized, in 1957, the appointment of as many as two assessors to
aid the township supervisor in the valuation of property.

Township supervisors can also receive assessment assistance from
other sources. Each county board of supervisors has the authority to
establish a department to assist in carrying out its duties as the
county board of equalization.29 This department may then assist the
local assessing officers. Moreover, the State Tax Commisgion has
general supervisory jurisdiction over all local assessing officers in
the state. In this capacity the commi&sion provides technical assistance
to the local assessors and, in addition, distributes an Assessor's
Manual to each assessor. This manual was first published in 1955 as a
uniform guide which could be followed by all assessors.

The assessment of property in Michigan cities may be accomplished
by either elected or appointed assessing officers. Municipalities are
free to determine the qualifications and method of selection for the

assessor positions. 1In 1957 the assessor was an appointed official in

29Michigan, Public Act 30, 1956, section 34.
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72 of 85 Michigan cities with populations of 5,000 or more.3o The

length of term varies for both elected and appointed municipal assessors.

Duties of the Local Assessor

,_/,ﬁfThe local assessing officer is responsible for the valuation of all
taxable property within the local assessment district, with the exception
;of property which is assessed by the State Board of Assessors (public
- utilities) and the State Geologist (mining property). Constitutional
and statutory provisions clearly instruct that all assessments be made
at actual cash value. The legislature has further provided that "if any
supervisor or other assessing officer of any township or city shall
willfully assess any property at more or less than what he believes to

be its true cash value, he shall be guilty of a misdemeanor."31 However,

\ an assessing officer cannot be held liable for errors made in property

i valuation when exercising his best judgment.32

All property, except for merchants' and manufacturers' inventories,
is to be assessed on the basis of its valuation as of December 31.33
Assessmeats of both farm and business persomalty are computed from sworn

inventory statements, which are submitted annually.

Review of Individual Assessments

Any Michigan property owner who is dissatisfied with the valuations

placed upon his property by the local assessor has the right of appeal.

30Pea1y et al., loc. cit., p. 210.

31Michigan, Compiled Laws (1948), section 211.116. 1Italics mine.

32Meade v. Haines, 81 Michigan 261 (1890).

33Michigan, Public Act 201, 1958.
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And, of course, assessment appeals may be based upon charges of irregular
or fraudulent assessment as well as over-assessment. The review of
individual assessments is carried on at both the local and state level.

Local Review. The first recourse open to the protesting property

owner is an appeal to the local board of review. Each local assessment
district has a board of review which considers all assessment appeals.
In addition, the local review board has the responsiblity of ascertaining
the correctness of the local tax roll. Since the hearing of an appeal
may be delayed in some cases, the appellant property owner is usually wise
to pay his taxes under protest and then proceed with the appeal. 1t is
important that the appeal be filed in the manner specified by law. The
courts have ruled that failure to appeal an assessment is the equivalent
of an admission that the assessment is correct, in the absence of fraud.34
The legislature has specified that the township board of review
shall be composed of the township supervisor and two tax-paying electors

35

of the township. The composition of municipal review boards is not

uniform; however the local assessor is generally a member of the boatd.36
State Review. After an assessment appeal has been acted upon by

the local review board, the assessment may be further appealed to the

State Tax Commission if the property owner so desires. The State Tax

34Firat National Bank v. St. Joseph, 46 Michigan 526 (1881).

35Michigan, Compiled Laws (1948), section 211.28.

36For a most detailed discussion see Robert H. Pealy, A Comparative
Study of Property Tax Administration in Illinois and Michigan (Michigan
Governmental Studies, No. 33; Ann Arbor: Bureau of Government, Institute
of Public Administration, University of Michigan, 1956), pp. 78-82.
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Commission is the final source of redress open to property owners in
most cases. The Michigan Supreme Court has ruled that the action of
the commission is final and not subject to review by the courts except

in the case of fraudulent asaessment.37

Equalization of Assessment Districts

\/‘5

A N
\ -

A‘J Although the assessment of all property is to be made at true

\
cash value, individual assessors differ in their opinion of what con-

gtitutes cash value. In actual practice, assessment valuations are

usually far different from the current market values of approximately

. identical properties. Moreover, most local assessors readily admit that

they do not attempt to assess at more than a fraction of current market
values.

Since the actual percentage of current market values represented
by the assessed valuations in each assessment district vary, it is
necessary to adjust the assessed valuations of the local districts. Only
in this way can the tax burden of govermmental units which overlap
several assessment districts be fairly distributed. This is the general
purpose of the equalization process in which the assessed valuations
of local assessment districts are adjusted so that the total valuations
of every district represent the same proportion of current market values.
In Michigan, equalization is effected, first, among the local assessment

districts within each county and, second, among the counties.

37Twenty-Two Charlotte, Inc. v. Detroit, 294 Michigan 275 (1940).
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Equalization Among Local Assessment Districts. Within each county

th&(gounty board of suypervisors is directed by law to function as the
county board of equalization and, hence, is responsible for adjusting
the assessments of each local district to assure that all are 'equally
and uniformly assessed at true cash value."38 The first step in equali-
zation at the county level is to ascertain the average percentage of
market value at which the property within each local district has been
assessed. The county board of equalization then must adjust the total,
locally assessed valuations of each district in such a way that the
county equalized valuations for each district represent the same per-
centage of current market values.

In determining the average assessment levels for each local assess-
ment district the county equalization board may rely upon the advice of
a county equalization department. Wayne County has maintained a staff
to aid in the eyualization process for a number of years, and trained
appraisal personnel are now employed in Genesee, Oakland and some other
counties. However, in the majority of counties, which lack equalization
staffs, the equalization board can obtain technical assistance from the
State Tax Commission.

It is important to note that county equalization consists only of
adjusting total assessment valuations and is not concerned with the
adjustment of individual property valuations. Hence, the equalization
process is not a substitute for the review of individual property

assessments. As previously mentioned, equalization at the county level

38M1chigan, Compiled Laws (1948), section 211.34.
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is necessary for the equitable distribution of the tax burden of over-
lapping governmental units. For example, the portion of county taxes
assigned to each local assessment district is determined by the portion
of the total county valuation which is derived from each district.

And, although the law specifies that equalization is to be at true
cash value, the percentage of current market value represented by the
equalized valuations is unimportant insofar as the equitable distribu-
tion of local taxes is concerned. The local tax burden will be fairly
distributed as long as all assessments are made at the same percentage
of market value.

No doubt the county equalization process cannot be accurately
accomplished without the adjustment of at least some of the total
assessed valuations reported by the individual assessment districts;
however the valuations determined by the local assessors are often accepted
without change by the county board of equalization. 1In 1958, nineteen
counties equalized at the assessed valuations of the local districta.39

Equalization Among Counties. The legislature has provided that a

state board of equalization shall be responsible for the determination
of relative levels of assessment valuations in Michigan counties and
shall establish state equalized valuations accordingly. The purpose

of state equalization is to adjust the total, county equalized valuation
of each county so that the state equalized valuations established for

each county represent the same percentage of current market value. In

39Michigan State Board of Equalization, Proceedings: Session of
1958 (Lansing, 1959), p. 6.
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general the process of equalization at the state level is concerned onmly
with the adjustment of total, county equalized valuations and not with
the valuations of individual assessment districts within the counties.
Hence, state equalization is not, in theory, a repetition of equaliza-
tion among local districts, which is accomplished by the county
aequalization boards. In actual practice, however, the State Tax Com-
mission has found it necessary to conduct detailed equalization studies
within the various counties.

The state of Michigan does not levy a general property tax, but
state equalization is important for several reasons: First, a portion
of state school aid is distributed on the basis of state oqualized
valuations. Second, a number of important legal restrictions on
property taxation, including rate limitations, are now computed on the
basis of state equalized valuations. In 1944 the Michigan Supreme
Court ruled that the tax rate limitations should be applied to the
county equalized valuations.ao Since county equalized valuations were
generally higher than assessed valuations, this ruling expanded the
general property tax base. The court further held, in 1954, that the
term ''assessed value' in the 15-mill limitation shall be the value as
equalized by the State Board of Equalization and that the use of state
equalized valuations in computing tax bills is necessary in all counties

41

where school districts overlap county boundaries. In 1954 this ruling

4OSt. Ignace Treasurer v. Mackinac County Treasurer, 310 Michigan
108 (1944).

4lpittsfield School District v. Washtenaw County Board of Super-
visors, 341 Michigan 338 (1954).
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affected sixty-seven of Michigan's eighty-three counties.az. The use

of state equalized valuations provided a still greater expansion in

the size of the tax base.

The State Tax Commission

The state administrative functions in connection with the general
property tax rest primarily with three closely related state agencies:
(1) the State Board of Equalization, (2) the State Board of Assessors,
and (3) the State Tax Commission. The State Tax Commission is composed
of three members, who also serve as members of the State Board of
Assessors. In addition, the governor is an ex officio member of the
assessing board. The State Tax Commissioners also fill three of the
five positions on the State Board of Equalization. The remaining two
positions are held by gubernatorial appointees subject to senate con-
firmation. Neither of the boards has a permanent staff, and both rely
upon the State Tax Commission for the performance of administrative
and field work.

General Responsibilities. The State Tax Commission has been given

the following general responsibilities:

1. Supervisory jurisdiction over local assessing officers.

2. Consultation with assessing officers to provide assistance.

3. Adjudication of appeals from local assessed valuations of
property, both real and personal.

4. Compile statistics of assessment and taxes levied for the

State Tax Commission, the State Board of Equalization, and

the State Board of Assessors.

The Commission furnishes to the State Board of Equalization

each year its recommendation of equalized value for each county.

“v

42pealy, loc. cit., p. 82.
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6. As provided in Section 211.34 Compiled Laws of 1948, as amended,
a member of a Board of Supervisors who objects to the county
equalization report as adopted may register an appeal with the
State Tax Commission.

7. A final order of County Tax Allocation Boards is subject to
appeal to the State Tax Commission on the basis of a material
mistake of fact, fraud or error of law.

In addition to the above duties, the State Tax Commission is also re-
cuired to appraise certain state-owned conservation lands each year and
is often called upon to make appraisals prior to the purchase or sale
of real estate by the state.

According to the State Tax Commission, the bulk of its work consists
of the appraisal of property, either because of individual assessment
appeals or to ascertain the correct valuations of taxable property
within townships and cities. The latter information is required both
in the case of appeal from the report of a county board of equalization
and in the determination of state equalized values which are to be

recommended to the State Board of Equalization.

The State Board of Assessors. As noted previously, the State Board

of Assessors is responsible for the assessment of the operating property
of railroads, telephone and telegraph companies, union stations, pull-
man car leasing, and other railroad properties. These public utilities
are exempt from the general property tax and are subject to a specific
tax. The applicable tax rate is the average rate at which all other
property throughout the state was taxed in the preceding year. The

average rate is now computed on the basis of state equalized valuations.

“3Michigan State Tax Commission, Thirtieth Report: 1957-1958 (Lansing,
1959), p. 5.
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In practice the assessment of property subject to the average-rate tax
is accomplished by the field staff of the State Tax Commission.

The State Board of Equalization. Each year the State Tax Commission

recommends total equalized valuations for each county to the State Board
of Equalization. After a hearing at which representatives of the counties
may comment on the recommended state valuations, the equalization board
determines the state equalized valuations. 1In both 1957 and 1958 the

recommendations of the State Tax Commission were accepted without change.44

Equalization Study Procedures

The State Tax Commission conducts detailed county equalization
studies upon both appeals from the county equalization report and its
own volition to gather information necessary in recommending state
equalized valuations to the State Board of Equalization. Since the
facilities of the commission are limited, the amount of equalization work
which can be completed each year depends upon the number of individual
assegsment appeals received annually. The general increase in the number
of assessment appeals over the past ten years has made it impossible
for the State Tax Commission to achieve its goal of studying each county
at five year intervals. Currently about six equalization studies are
being completed each year.

Property Classification. The first step in the equalization study

process is the classification of all taxable property. The State Tax

44Michigan State Board of Equalization, Proceedings: Session of
1958 (Lansing, 1959).
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Commission has developed a classification system whereby all real and
personal property is listed under one of the classes given in TABLE 2-1.
The property classes are, for the most part, self-descriptive.45 All
land with buildings is classified as improved property, and all land
without buildings is classified as vacant property. Between 1948 and
1957 the State Tax Commission completed property classification in
sixty-four of the state's eighty-three counti.es.46

Sample Appraisal Method. The second step in the studies is the

actual appraisal of individual parcels of property. The State Tax Com-
mission uses the sample appraisal method in conducting equalization
studies. According to the commission, 'this method achieves the most

satisfactory results."47

The field staff of the commission completes
detailed appraisals of 10 to 15 percent of the property in each assess-
ment class.

The state appraised valuations of the sample properties in each
class are compared to their respective locally assessed valuations. An
assessment-appraisal value ratio is then computed for each property
class within the local assessment district. This ratio expresses the

local assessment valuation of the sample properties as a percentage of

the state assessed valuations of the sample. The equalization study is

QSA description of each major property class is included in the
following chapter.

46Pealy, et al., loc. cit., p. 207.

47Michigan State Tax Commission, Thirtieth Report: 1957-1958 (Lansing,

1959), p. 49.
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Property classification system of the Michigan
State Tax Commission.

Classes of Real Property

(1) Farm improved (18) Resort platted vacant
2) Farm vacant (19) Business acreage improved
(3) Timber (20) Business acreage vacant
(4) Part timber (21) Business platted improved
(5) Cutover land (22) Business platted vacant
(6) Suburban acreage improved "B" (23) 1Industrial improved
(7) Suburban acreage improved (24) 1Industrial vacant
(8) Suburban acreage vacant (25) Utility improved
(9) Suburban platted improved (26) Utility vacant
(10) suburban platted vacant (27) Mines
(11) Residential acreage improved (28) Mineral lands
(12) Residential acreage vacant (29) Quarries
(13) Residential platted improved (30) Fraternal
(14) Residential platted vacant (31) Private estates
(15) Resort acreage improved (32) Conservation Department lands
(15) Resort acreage vacant (33) Recreational
(17) Resort platted improved
Classes of Personal Property
(1) Business personal (7) pripelines
(2) Industrial personal (8) Buildings on leased land
(3) uUtility personal (9) Boats
(4) 01l wells and equipment (10) Signs
(5) Gas wells and equipment (11) Farm personal
(6) 0il or gas field equipment
Source: Michigan State Tax Commission, Assessor's Manual (Lansing, 1958),

PP. 238-240.
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completed by applying the assessment-appraisal value ratio of each property
class to the total, locally assessed valuation of each class. The valua-
tions thus derived are the State Tax Commission's estimates of 'actual

cash value."

The Determination of Actual Cash Value. The appraisal valuations

placed on property by the State Tax Commission are often referred to as
true, or actual, cash values. However, the commission does not purport
to appraise at 100 percent of current market values. In an effort to
gain more information about property values the commission collected a
large number of actual sale records in the early 1940's. More than
60,000 property transfers, covering the period from 1939 to 1941, were
examined by the commission, and more than 65 percent of the sales were
verified by mail.48 In studying the sales data the commission carefully
screened out all forced sales and intra-family transfers. It also
eliminated all sales ''reflecting inflationary values."?

In addition to the study of sales data, the commission also conducted
field appraisals of certain classes of property which were inadequately
represented in the sample of actual transfers. On the basis of both sales
and appraisal data, assessment-sales value ratios were computed, by

property class, for use in determination of state equalized valuations.”©

4SMichigan State Tax Commission, Twenty-Fifth Report: 1947-1948
(Lansing, 1949), p. 11.

491p14d,

—

50cf, pealy, loc. cit., pp. 102-103.
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The State Tax Commission used the sales and appraisal data to com-
pute a scale of '"1941 true cash values." The commission continued to use
the 1941 value scale through the war years in computing state equalized
valuations so as to 'prevent a repetition of the 1933 debacle on property
valuations."51

In 1947 the state equalized on the basis of 80 perceant of 1941 values.
The percentage was increased to 90 percent in 1948 and 100 percent in
1949. By 1953 the state equalized valuations had risen to about 110
percent of 1941 values. As it became evident that real estate values
would continue their upward movement, the commission finally abandoned
the 1941 value scale. Using a 1955 scale of values, state equalization

was effected at 47 percent in 1956 and 50 percent 1957. Today the state

equalized valuations are approximately 50 percent of current market values.

51Mich1gan State Tax Commission, Twenty-Fifth Report: 1947-1948
(Lansing, 1949), p. 28.
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CHAPTER III
THE MEASUREMENT OF ASSESSMENT INEQUALITIES
Two major topics will be considered in the following chapter:
(1) the methodology of the current study of variations in the assessment
levels of different classes of property and (2) a review of past studies
dealing with property tax assessment practices. Attention will also be

focused on the limitations of the current study.

General Procedure

This study is primarily concerned with the measurement of variations
in the property tax assessment levels of different classes of both real
and personal property. Most of the data used in the analysis of assess-
ment variations are derived from county equalization studies completed
by the State Tax Commission during the past five years. As opposed to
most assessment studies, the analysis is not based upon actual, or esti-

mated, market transfer prices of property.

The Data

In the process of conducting county equalization studies the State
Tax Commission has compiled a vast amount of useful information concerning
local assessment valuations. The following analysis is based upon data
provided by 21 county equalization studies which were completed and
released by the State Tax Commission from January 1, 1955 to July 1, 1959.
This sample includes all counties for which studies were completed between
January 1, 1956 and July 1, 1959, inclusive, and two of the counties

studied in 1955.
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The following information was obtained from the equalization studies:

(1) a legal and physical description of the sample properties which were
appraised by the field staff of the State Tax Commission within each
assessment district, (2) the locally assessed and state appraised valua-
tion of each property included in the sample, (3) the total locally
assessed valuation of each class of property within the individual
assessment districts, and (4) the total state equalized valuation of
each property class, which was computed from the assessment-appraisal
value ratio of the sample properties in each class. Since local assess-
ment is accomplished at the township and city level, the above data were
available for all property classes within each of the 320 townships and

53 cities included in the 21 counties studied.

The Counties Studied

The counties included in the following amalysis are listed in
TABLE 3-1. All of the counties, with the exception of Berrien, Ontonogan,
and Genesee counties, were studied by the State Tax Commission upon its
own volition. The other three counties were studied as a result of
appeals from the actions of the county boards of equalization.

Geographic Distribution. The geographic distribution of the counties

included in the study is showa in FIGURE 3-1. The distribution over
both the lower and upper peninsulas of the state is fairly uniform with
the exception of the northwestern portion of the lower peninsula. And
the sample counties represent most of the important geographic areas

of the state.
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FIGURE 3-1. Geographic location of 21 study counties
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The counties selected for use ian this study were chosen because they
have recently been the object of State Tax Commission equalization
studies. No attempt was made tc select ccunties on the basis of
location. There is no reason to believe that the geographic location
of any county would significantly affect the assessment levels of
different property classes.

Property Tax Base. The counties selected for study provide a good

sample insofar as the relative sizes of their respective property tax
bases are concerned. The total state equalized valuation of all taxable
property in Wayne county far exceeds that of any other single county.

In 1958 slightly less than 38.8 percent of the total state equalized
valuation of the state was in Wayne county.1 Only 17 other counties

had state equalized valuations which amounted to as much as 1 percent
of the total state equalized valuation.

Macomb county has the largest property tax base of the 21 counties
studied (TABLE 3-1). The state equalized valuation in Macomb county
was $1,185.1 million in 1958. This was 5.35 percent of the state total.
Keweenaw county, with a state equalized valuation of $7.4 million,
had the smallest tax base of the sample counties -- only 0.03 percent
of the total state equalized valuation. The total state equalized
valuation for all counties was $22,154 million in 1958.2 The 21 counties
included in this study accounted for 23.16 percent of the total state

valuation.

1Michigan State Tax Commission, Thirtieth Report: 1957-1958
(Lansing, 1959), p. 53.

21b4d.
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TABLE 3-1. General property tax base in 21 selected
Michigan counties, 1958
(In millions of dollars)
Assessed County State Percentage of Rank Among
County Valuation Equalized Equalized Total State all
Valuation Valuation Valuation Counties

Macomb 577.9 592.6 1185.1 5.35 3
Genesee 720.2 1106.3 1106.3 4,99 4
Ingham 390.7 558.8 591.5 2.67 Q)
Saginaw 273.4 413.0 516.2 2.33 8
Berrien 186.3 401.2 402.2 1.82 11
Ottawa 124.8 245.8 245.8 1.11 17
Midland 151.6 199.3 199.3 0.90 19
Allegan 79.6 90.0 140.1 0.63 20
Shiawassee 57.2 90.0 128.3 0.58 21
Van Buren 59.1 59.4 118.7 0.54 24
Gratiot 51.6 93.4 93.4 0.42 28
Eaton 61.2 65.9 84.4 0.38 31
Barry 34.8 70.0 70.0 0.32 38
Delta 62.4 64.2 64.2 0.29 41
Menominee 37.1 37.4 51.2 0.23 47
Emme t 30.8 43.2 43.2 0.19 53
Ontonagon 13.7 31.8 31.8 0.14 60
Ogemaw 14.6 18.1 26.3 0.12 66
Luce 10.0 10.1 12.9 0.06 78
Oscoda 5.2 11.7 11.9 0.05 79
Keweenaw 5.9 7.3 7.4 0.03 82
Totals? 2954.2 4933.4 5130.2 23.16

2petails may not add to totals because of rounding.

Source:

Michigan State Tux Commission, Thirtieth Report: 1957-1958
{Lansing, 1959), pp. 52-53.




47

It is important to note the differences between the total locally
assessed valuations, the total county equalized valuations, and the
total state equalized valuations for each county, as shown in TABLE 3-1.
In 1958 the total assessed valuation for the sample counties was only
57.6 percent of the total state equalized valuation. However, the
total county equalized valuation was 96.2 percent of the total state
valuation.

Siace the early 1930's the amount of personal property, in the
state as a whole, has yrown faster than the amount of real property.3
In 1915 personal property made up 19.7 percent of the total assessed
value of all taxable property in the state. This percentage increased
gradually to 2..5 percent in 1920. From 1920 to 1933 the pfoportion
of personalty declined to a low of 15.8 percent in 1933. Since that
time the percentage of personal property has increased steadily to a
high of 31.1 percent in 1957.

The proportion of personal property valuation in the counties
under study was 26.6 percent in 1957 (TABLE 3-2). This was somewhat
lower tgan the state average of 31.1 percent. Only Genesee county,
with 31.3 percent of its assessed valuation composed of personalty, had
more personal property than the state average. However, the average
state percentage is somewhat misleading because of the high proportion
of personal property in the large Wayne county valuation. 1In 1957 per-

sonalty contributed 36.5 percent of the Wayne county assessed valuation.?

31bid., p. 66.

41bid., p. 85.
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LE 3-2.

Total assessed valuations of real and personal
property in 21 selected Michigan counties, 1957

(In millions of dollars)
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Assessged Realty as a Assessed Personalty as Total
Valuation of Percentage Valuation of a Percentage Assessed
County Real Property of Total Personal of Total Valuation
Valuation Property Valuation

Macomb 397.5 71.3 159.7 28.7 557.2
Genesee 465.3 68.7 212.2 31.3 677.5
Ingham 257.7 70.4 108.1 29.6 365.8
Saginaw 200.0 74.6 68.1 25.4 268.1
Berrien 133.8 73.2 49.0 26.8 182.8
Ottawa 93.7 77.2 27.6 22.8 121.3
Midland 113.6 81.6 25.7 18.4 139.3
Allegan 63.3 80.9 15.0 19.1 78.3
Shiawassee 41.7 76.1 13.1 23.9 54.9
Van Buren 47.1 83.7 9.2 16.3 55.2
Gratiot 36.4 73.0 13.5 27.0 49.9
Eaton 51.9 87.2 7.6 12.8 59.5
Barry 27.8 81.7 6.2 18.3 34.1
Delta 28.3 77.9 8.0 22.1 36.3
Menominee 26.6 72.9 9.9 27.1 36.5
Emmet 22.3 83.4 4.4 16.6 26.7
Ontonagzon 12.8 92.4 1.0 7.6 13.8
Ogemaw 10.2 79.7 2.6 20.3 12.8
Luce 8.7 90.3 0.9 9.7 9.6
Oscoda 4.9 80.0 1.2 20.0 6.1
Keweenaw 3.8 86.7 0.6 13.3 4.4
Totals? 2047.5 73.4 743.8 26.6 2791.3

dpetails may not add to totals because of

Sourc

rounding.

e: Michigan State Tax Commission, Thirtieth Report: 1957-1958
(Lansing, 1959).
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As shown in TABLE 3-2, the proportion of personal property in the
sample counties ranged from a low of 7.6 percent in Ontonagon county to
a high of 31.3 percent in Genesee county. HNote that three c¢f the five
upper penlnsula counties -- Ontonagon, Luce, and Keweenaw counties -- had
extremely small amounts of personalty relative to the total assessed
valuation of all property. 1In general the relative importance of
personal property depends upon the population and the degree of indus-
trialization withia the county.

Composition of the Tax Base. The relative amcunts of different

types of property which comprise the total amounts of real and personal
property within the sample counties vary a ,reat deal. Obviously, the
varying degrees of urbanization and industrialization are reflected

in the composition of the tax base. Also, the geographic and climatic
variations among the study counties and their effect upon agriculture,
timber, and resort activities are important factors in determining the
composition of the tax base. Moreover, the variations amonyg townships
are even greater than those among counties. This is partially due to
the fact that the tax rolls of some townships include the property of

village residents.

Clasgification of Townships

Prior to the analysis of assessment variations the 320 townships
under study were classified as either rural, urban, or resort townships.
In the absence of current information concerning township populations,
the grouping was accomplished on the basis of the composition of the

real property portion of the total township tax base as determined by



the State Tax Commission. The majo;‘classes of real property were
first categorized as rural, urban, or resort property. The township
classification was then determined according to the category which
made up the largest percentage of the total realty valuation.

In classifying the townships, 16 specific property classes
were grouped into the three general categories. The rural properties
included the following: (1) farm improved, (2) farm vacant, (3) timber,
(4) part timber, and (5) cutover lands. Seven property classes were
included in the urban category: (1) residential improved, (2) residen-
tial vacant, (3) suburban acreage improved "B'", (4) suburban acreage

improved, (5) suburban acreage vacant, (6) suburban platted improved,

N\ .-
~”

and (7) suburban platted vacant real estate. The classes of resort
property included the following: (1) resort acreage improved, (2) re-
sort acreage vacant, (3) resort platted improved, and (&) resort

platted vacant real estate. The classification of townships resulted

in 209 rural townships, 74 urban townships, and 37 resort townships.
TABLE 3-3 indicates the number of rural, urban, and resort townships

in each county. All of the counties were represented in the rural town-
ship category; and, with the exception of Oscoda and Ogemaw counties,
all were represented in the urban township category. However, only 13
of the 21 counties had townships in the resort township group, and seven

of these 13 had only one resort township.

The Cities Studied

A total of 53 cities were included within the 21 counties under

study (TABLE 3-3). Macomb county, which has nine cities, and Berrien
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TABLE 3-3 Nuwber of rural, urban, and resort townships and
number of cities in 21 selected Michigan counties

County Number of Number of Number of Total Number Number
Rural Twps. Urban Twps. Resort Twps. of Twps. of Cities
Allegan 19 5 0 24 3
Barry 9 1 6 16 1
Berrien 14 7 1 22 7
Delta 8 3 3 14 2
Eaton 14 2 0 16 4
Enmet 4 1 11 16 2
Genesee 5 12 1 18 5
Gratiot 16 1 0 17 2
Ingham 13 3 0 16 4
Keweenaw 3 2 0 S 0
Luce 2 1 1 4 0
Macombd 5 7 1 13 9
Menominee 11 2 1 14 1
Midland 10 6 0 16 2
Ogemaw 10 0 4 14 2
Ontonagon 9 1 1 11 0
Oscoda 2 0 4 6 0
Ottawa 10 6 1 17 3
Saginaw 17 10 0 27 1
Shiawassee 14 2 0 16 4
Van Buren 14 2 2 18 1
Totals 209 74 37 320 53
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county, which has seven cities, made up about 30 percent of the sample.
Four of the counties had no cities.

The cities included in the sample represent a wide range as to
the sizes of their respective tax bases. In 1957 the city of Flint
had the largest state equalized valuation of the sample -- $639 mil-
lion.5 Flint ranked second only to Detroit, which had a total valuation
of $5,096 million, among all Michigan cities. Second in importance
among the sample cities was Lansing, with a valuation of $329 million
in 1657. Laingsburg, Olivet, and Rose City had the lowest valuations
among the sample cities. The 1957 state equalized valuation of Rose
City was only §$380,950. Seven of the cities studied had valuations
in excess of $200 million in 1957.

As is the case with townships, the composition of the property
tax base in the study cities varies greatly. Some of the cities are
primarily residential areas and have, therefore, only a small propor-
tion of personal property in their total tax base. For example, in
1955 the city of 5t. Clair Shores, in Macomb county, had a state
equalized valuation of $144.4 million, but only 4.1 percent of this
amount was comprised of personal property. The majority of the valua-
tion, in this case, was composed of residential real estate. On the
other hand, the city of Flint, in Genesee county, had a state equalized
valuation of $0607.9 million in 1956, and personalty made up slightly
more than one-third of that amount. The large amount of personalty

in Flint was due to the importance of industry in the city. Industrial

5
Ibid., pp. 96-101.
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personal property alone contributed 24.7 percent of the total tax base
and represented 73.4 percent of the total amount of personal property
from all sources. These cases illustrate the extremes among the
sample cities and are indicative of the diversity of the municipal

property tax bases beiny considered.

The Measurement of Variations in Property Class Assessment Levels

The measurement of variations in the assessment levels of the
various classes of real and personal property is based upon the data
cbtained by the State Tax Commission in its study of the sample
counties. The assessment-appraisal value ratio for each class of
property was available for every local assessment district studied.
This ratio expresses the total locally assessed valuation of all
property in a specified class as a percentage of the state appraised
valuation of that property class. Thus an assessment-appraisal value
ratio of 50 for improved residential property indicates that the
locally assessed valuation of all improved residential property within
the district was 50 percent of the total state appraisal valuation
of the same property.

The assessment-appraisal value ratio for a specific class of
froperty is an average for all parcels of property within that class.
Variations among the assessment-appraisal ratios of different parcels
within a single class are not evident when dealing with the ratio for
the property class as a whole. And, as noted previously, the assess-
ment-appraisal value ratios have been computed on a sample appraisal

basis.
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In addition to the assessment-appraisal value ratios for each
property class, the equalization study data also revealed the average "
ratios for all real property and all personal property within each v
assessment district. The average assessment-appraisal value ratios
were computed from the totals of the assessed valuations and the
state appraised valuations of all real property, and of all personal
property, within each local district. For example, the average
assessment-appraisal value ratio for real property, within a specific
district, expresses the total assessed valuation of all real property as
a percentage of the state appraised valuation of all real property.

The average assessment-appraisal value ratio of personal property
was computed in the same manner.

Comparison of Assessment-Appraisal Value Ratios. Marked dif-

ferences among the assessment-appraisal value ratios of the various
property classes exist within each of the local assessment districts.

The variations in the assessment levels of the different property

classes are measured as the deviation of the assessment-appraisal

value ratio of each class of property from the average assessment-
appraisal value ratio for the district. In order to compare the \

deviations with those of other districts it is first necessary to |

-~
/

convert all of the deviations to comparable bases. This is accomplished '
by multiplying the ratio for each property class by 100 over the )
average assessment-appraisal value ratio. These adjusted ratios are |
then comparable in terms of a 100 percent assessment.

In the case of the real property classes, the adjusted ratios

for each class are computed by using the average assessment-appraisal
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value ratio for all real property within the local districts. Similarly,
the average ratios for all personal property are used to compute the
adjusted ratios for the classes of personalty. All calculations are
rounded to the nearest one-tenth of 1 percent.

It is apparent that an adjusted ratio of 100 indicates that the
property class in question 1s assessed at the same proportion of the
state appraised valuation as the average of all, say, real property.
Hence, an ad usted ratio of more than 100 indicates that the class is over-
assessed relative to the average assessment level, and an adjusted
ratio of less than 100 is indicative of under-assessment.

The Distribution of Adjusted Assessment-Appraisal Value Ratios. In

the following chapter the distribution of the adjusted assessment-
appraisal value ratios of specific property classes are considered as
evidence of a tendency for local assessors to over-assess or under-
assess particular types of property. A symetrical distribution of ad-
justed ratios around 100 reveals a lack of uniformity among the treatment
accorded a specific property class, but such a distribution provides no
evidence of a general tendency toward over-assessment or under-assess-
ment. On the other hand, a distribution centered around, say, an
adjusted ratio greater than 100 indicates that the class of property
teing studied is, on the average, over-assessed.

In order to determine the distributions of the adjusted ratios, the
ratios are grouped into class intervals of 10 percentage points. When-
ever the adjusted ratio is exactly 100, the value of the observation is
divided between the classes on either side of 10C percent. The median

adjusted ratio for each property class is couputed from the grouped data.
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In all, 20 different classes of real property and five classes of

personal property are considered. These classes include all major

classes of both realty and personalty in the 320 townships and 53

cities under study.

- Real Property. The classes of real property are described below:

1. Farm Improved

2. Parm Vacant

3. Timber

4. Part Timber

5. Cutover Land

6. Suburban
Improved

7. Suburban
Improved

8. Suburban
Vacant

9. Suburban
Improved

Acreage
IlBlI

Acreage

Acreage

Platted

A parcel containing over 5 acres, used
partially or wholly as farm land, with
farm buildings.

A parcel of over 5 acres used partially
or wholly as farm land, without fam
buildings.

Lands, the major part of which are stocked
with forest products ef merchantable type
and size.

Lands, the major part of which were
stocked with merchantable forest products
that have been partially cut.

Cutover forest lands with little or no
merchantable products, marsh lands or

other barren waste land. Found mostly
north of Townline 16.

Land of the cutover type of over 5 acres
and usually will be parcels of 20 acres or
more and used as a homesite. Found mostly
north of Townline 16.

A parcel of unplatted land of 5 acres or
less with a home or garage and located
outside of an incorporated village or city.

A parcel of unplatted land of 5 acres or
less zoned for homesites or most likely to
be used as such and located outside of an
incorporated village or city.

A parcel of platted land, outside of an
incorporated village or city, that has a
house or garage on it.



10.

11.

12.

.13.
14.
15.
16.
17.
18.

19.

20.

Suburban Platted
Vacant

Residential Improved

Residential Vacant

Resort Acreage
Improved

Resort Acreage
Vacant

Resort Platted
Improved

Resort Platted

Vacant

Busimness Improved

Business Vacant

Industrial

utility
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Any parcel of platted land, outside of an
incorporated village or city, zoned for
residential or most likely to be used for
homesites.

Any parcel of platted or unplatted land,
within the corporate limits of a village or
city, of 5 acres or less, which has a house
or garage on it.

Any parcel of platted or unplatted land,
withia the corporate limits of a village
or city, of 5 acres or less, which is zoned
or most likely to be used for a homesite.

A parcel of unplatted land on which is situated

living quarters or garage. Located in an area
used predominantly for recreational purposes.

A parcel of unplatted land in an area used
predominantly for recreational purposes.

A parcel of platted land on which is situa-
ted living quarters or garage. Located in
an area used predominantly for recreational
purposes.

A parcel of platted lamd that has no struc-
ture on it. Located in an area used pre-
dominantly for recreatiomnal purposes.

A parcel of platted or unplatted lamd which
is used for commercial purposes (wholesale,
retail, or service), with buildings.

A parcel of platted or unplatted land
which is in an area zoned or most likely
to be used for business purposes.

A parcel of land on which is situated
buildings uged for manufacturing and pro-
cessing purposes, or lamd zoned or most
likely to be used for manufacturing purposes.

A parcel of land occupied by a utility type
structure such as a generating plant, pump-
ing stations, switches, substations, ware-
houges, or compressing stations; amd parcels
of land necessary to a utility company or
right of way, flowage land, equipment
storage areas, etc.
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Personal Property. The five classes of personal property are des-

cribed below:

1. Busines Persomal The inventories of merchandise, and the
equipment and fixtures found on properties
classified as business.

2. Industrial Personal The inventories of finished goods, goods
in process of manufacture, raw materials,
supplies, equipment, fixtures, etc. found
om properties classified as iadustrial.

3. Utilicy Personal Gas and electric transmission and distri-
bution systems, substation equipment,
supplies, fuel oil, coal, parts, etc.

4. Pipelines Transmission lines of gas-or oil trans-
porting companies.

5. Farm Personal All livestock, equipment, and produce not
specifically exempt by law.

Relative Importance of the Property Classes

As moted previously, the composition of the property tax base varies
considerably among the local assessment districts, but some indication
of the over-all importance of the different property classes can be ob-
tained from the State Tax Commission equalization gstudies. Four of the
21 sample counties were selected for comparison of the township assess-
ment district tax bases: (1) Eaton, (2) Emmet, (3) Genesee, and (4) On-
tonagon counties. These counties are, in general, representative of
the different types of county property tax bases found among the sample
counties. The following comparisons are based upon the state appraisal
valuations of the local tax bases.

Real Property. Eaton county is primarily an agricultural area, and

nearly 50 percent of the total real property tax base is composed of

farm improved real estate (TABLE 3-4). Among the 14 rural townships,
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TABLE 3-4 Composition of the real property tax base, by property
class, within township assessment districts in Eaton
county

(In thousands of dollars)

14 Rural Townships 2 Urban Townships Total all Townships
Property Class pg11ars  Percent Dollars Percent Dollars Percent

Res., I. 2,599 6.7 1,523 7.8 4,122 7.1
Res. V. 103 0.3 20 0.1 123 0.2
Bus. I. 1,769 4.6 925 4.7 2,695 4.6
Bus. V. 20 0.1 57 0.3 77 0.1
Farm I. 24,675 63.6 3,702 18.9 28,377 48.6
Farm V. 3,105 8.0 692 3.5 3,797 6.5
Industrial 538 1.4 170 0.9 707 1.2
Utility 33 0.1 5 (a) 38 0.1
Sub. Ac, I. 4,510 11.6 2,494 12.8 7,005 12.0
Sub. Ac. I. "B"

Sub, Ac. V. 195 0.5 86 0.4 281 0.5
Sub. P, I. 791 2.0 8,899 45.5 9,690 16.6
Sub, P. V. 72 0.2 689 3.5 760 1.3
Resort Ac. I. 87 0.2 87 0.1
Resort Ac. V. 13 (a) 13 (a)
Resort P, I. 84 0.2 84 0.1
Resort P, V. 13 (a) 13 (a)
Timber

Part Timber

Cutover

Other 184 0.5 294 1.5 479 0.8
TotalsP 38,792 100.0 19,556 100.0 58,349 100.0

8Less than 0.05 percent.

bDetails may not add to totals because of rounding.
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farm improved real estate made up about 64 percent of the total valuation,
while farm vacant real estate was only 8 percent of the total. Suburban
acreage improved realty was the most important class of suburban property
in the rural townships. 1In the two urban townships farm improved real
estate contributed less than 20 percent of the total valuation, and the
bulk of the suburban realty valuation was in the suburban platted improved
class. Industrial and utility real estate were relatively unimportant in
the county, and there were no timber, part timber, or cutover lands

listed on the tax rolls. It should be noted, in all cases, that the
vacant realty classes made up only a small portion of the total valuation.

In Emmet county, 11 of the 16 township assessment districts were
classified as resort townships; therefore resort property contributed the
largest share of the total valuation for the county (TABLE 3-5). Resi-
dential and suburban real estate were of lesser importance. However,
industrial real estate valuations were more than 20 percent of the total.
In the four rural townships farm improved real estate was nearly 52 per-
cent of the total and farm vacant property about 11 percent. Again the
relative size of the vacant class valuations should be noted.

Genesee county is highly urbanized in comparison to the other three
counties, and approximately 50 percent of the total real property valua-
tion within the county comes from suburban property (TABLE 3-6). Subur-
ban platted improved real estate made up about 32 percent of the total
valuation, and suburban acreage improved real estate valuations were
about 14 percent of the total. Industrial realty contributed nearly
18 percent of the total valuation. 1In the four rural townships, fam

improved real estate and farm vacant real estate valuations were about
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TABLE 3-5 Composition of the real property tax base, by
property class, within township districts in
Emmet county

(In thousands of dollars)

4 Rural Twps. 1 Urban Twp. 11 Resort Twps. Total All Twps.
Dollars Percent Dollars Percent Dollars Percent Dollars Percent

Property Class

Res. I. 161 23.7 359 1.9 520 2.5
Res. V. 4 0.6 44 0.2 48 0.2
Bus. I. 71 5.4 224 32.9 1,102 5.9 1,396 6.8
Bus. V. 1 (b) 1 0.2 9 0.1 11 0.1
Farm I. 682 51.6 73 10.8 2,147 11.6 2,902 14.1
Farm V. 148 11.2 36 5.2 267 1.4 451 2.2
Industrial 4,230 22.8 4,230 20.6
Utility (a) (b) (a) (b) 3 (b) 4 (b)
Sub. Ac. I. 34 2.6 55 8.1 763 4.1 852 4.1
Sub. Ac. I. "B" 45 3.4 17 2.5 522 2.8 584 2.8
Sub. Ac. V. 2 0.1 6 0.9 64 0.3 72 0.4
Sub. P. I. 14 1.1 55 8.0 347 1.9 415 2.0
Sub. P. V. 1 0.1 2 0.3 77 0.4 80 0.4
Resort Ac. I. 69 5.2 4 0.6 3,410 18.4 3,483 16.9
Resort Ac. V. 83 6.3 568 3.1 651 3.2
Resort P. I. 2,467 13.3 2,467 12.0
Resort P. V. 2 0.2 252 1.4 254 1.2
Timber

Part Timber 18 1.3 18 0.1
Cutover 96 7.2 41 6.0 261 1.4 397 1.9
Other 57 4.3 1,682 9.1 1,739 8.5
Totals® 1,322 100.0 680 100.0 18,575 100.0 20,576 100.0

4Less than $500
bLess than 0.05 percent

CDetails may not add to totals because of rounding.
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TABLE 3-6 Composition of the real property tax base, by property
class, within township assessment districts in Genesee
county

(In thousands of dollars)

5 Rural Twps. 12 Urban Tups. 1 Resort Twp. Total All Twps.
Dollars Perceat Dollars Percent Dellars Percent Dollars Percent

Property Class

Res. I. 782 4.2 10,602 5.1 11,384 5.0
Res. V. 56 0.3 564 0.3 620 0.3
Bus. I. 868 4.7 14,022 6.8 157 3.9 15,048 6.6
Bus. V. 17 0.1 1,725 0.8 1,742 0.8
Fam I. 8,803 47.5 19,714 9.6 1,184 29,5 29,700 13.0
Farm V. 1,755 9.5 3,041 1.5 273 6.8 5,070 2.2
Industrial 59 0.3 40,794 19.8 25 0.6 40,878 17.9
Utility 15 0.1 507 0.2 522 0.2
Sub. Ac. I. 3,435 18.6 28,565 13.8 153 3.8 32,153 14.0
Sub. Ac. I."B"

Sub. Ac. V. 138 0.7 1,941 0.9 9 0.2 2,088 0.9
Sub. P. I. 2,214 12.0 71,590 34.7 64 1.6 73,868 32.3
Sub. P. V. 266 1.4 7,040 3.4 31 0.8 7,338 3.2
Resort Ac. I. 17 0.1 767 0.4 259 6.5 1,044 0.5
Resort Ac. V. 1 (a) 156 0.1 23 0.6 181 0.1
Resort P. I. 4,108 2.0 1,602 39.9 5,710 2.5
Resort P. V. 635 0.3 215 5.4 850 0.4
Timber

Part Timber

Cutover

Other 91 0.5 625 0.3 17 0.4 733 0.3
Totalsb 18,516 100.0 206,397 100.00 4,013 100.0 228,926 100.0

8Less than 0.05 percent.

Ppetails may not add to totals because of rounding.
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48 percent and 10 percent, respectively, of the total realty valuationm.
But, even in these townships, suburban property valuations were more than
30 percent of the total.

Ontonagon county is representative of the upper peninsula areas where
a significant portion of the property tax base is composed of mining and
timber property. Therefore, although nine of the 11 township assessment
districts were classified as rural townships, they are not, primarily,
agricultural areas. This is evident from the relatively small valuations
in the farm real estate classes (TABLE 3-7). On the other hand, both
timber and cutover lands accounted for more than 10 percent of the total
county real estate valuation. In addition, most of the residual valuation,
listed under '"other" real estate, was made up of mining property valuations.
Industrial real estate was relatively unimportant in the county, but
utility real estate contributed more than 7 percent of the total valuation.

In summary, it is evident that the vacant real estate classes are
much less important than the other classes in terms of total valuations.
However, in the rural townships, where about 50 percent of the total
valuation is composed of farm improved real estate, farm vacant real
estate makes up approximately 10 percent of the total. This, of course,
is not the case in the few rural townships where timber and cutover lands
are significant. Most of the suburban realty valuation in the rural
townships is found in the suburban acreage improved class, while suburban
platted improved property accounts for the largest part of the suburban
property valuation in urban townships. Both industrial and utility real

estate are more important in the urban townships than in the rural
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TABLE 3-7 Composition of the real property tax base, by
property class,within township assessment districts

in Ontonagon county

(In thousands of dollars)

Property Class

9 Rural Twps.

1 Urban Twp.

1 Resort Twp.

Total All Twps.

Dollars Percent Dollars Percent Dollars Percent Dollars Percent

Res. I.
Res. V.
Bus. I.
Bus. V.
Fam I.
Farm V.
Industrial
Utility
Sub. Ac. I.
Sub. Ac. I. '"B"
Sub. Ac. V.
Sub. P. I.
Sub. P. V.

Resort Ac. I.
Resort Ac. V.
Resort P. I.
Resort P. V.
Timber

Part Timber
Cutover
Other

Totalsc

469
10
1,575
191
138
1,143
324
190
22
684
77
141
67

15

1
1,647
465
1,574
2,579

11,311

1,794
120
732

22
249
64
272
20
103
127
7
61
29
17
32
32
39
24
19
415
18

—
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.
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100.0 4,197

8Less than 0.05 percent.

bLess than $500.

€petails may not add to totals because of rounding.
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townships. In all cases the relative importance of the different property
classes varies considerably among the townships within each county.

The total valuations of the real property tax bases in the city
agsessment districts are made up largely of residential improved, busi-
ness improved, and industrial real estate. In most of the cities,
residential improved real estate accounts for the largest portion of the
total realty valuation, followed by business improved realty and indus-
trial property in that order. The vacant classes are much less important
in terms of the total valuation.

Personal Property. The compositions of the personal property tax

base within the township assessment districts of Eaton, Emmet, Genesee,
and Ontonagon counties are given in TABLE 3-8. The composition of the
real property tax base is clearly reflected by that of the personalty
base. 1In Eaton county, which is mainly an agricultural area, farm
personal property accounted for about 45 percent of the total personal
property valuation. Industrial personalty made up less than 6 percent
of the total. Emmet county is an important resort area, and the large
amount of personalty valuation included under "other" personal property
came chiefly from cottages on leased land, which are assessed as personal
property. Industrial personal property contributed approximately 25
percent of the Emmet county personalty valuation. And farm personalty
was only 6 percent of the total.

Highly urbanized Genesee county derived more than 73 percent of its
personalty valuation from the assessment of industrial personal property.
Business personalty accounted for about 13 percent of the total and

utility personalty about 6 percent. Farm personalty made up about 5
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TABLE 3-8 Composition of the personal property tax base, by
property class, within township assessment districts
in four selected Michigan counties

(In thousands of dollars)

Eaton County Emmet County Genesee Cornty Ontonagon County

Property Class

Dollars Percent Dollars Percent Dollars Percent Dollars Percent

Industrial 451 5.9 648 25.5 69,761 73.7 1,136
Business 1,374 18.1 220 8.7 12,062 12.7 1,011
Utility 2,229 29.3 348 13.7 5,810 6.1 869
Farm 3,387 44.5 152 6.0 4,839 5.1 1,114
Pipelines 259 110.2 376 0.4

Other 164 2.2 910 35.9 1,877 2.0 92
Totals® 7,604  100.0 2,538 100.0 94,725 100.0 4,223

3petails may not add to totals because of rounding.

percent of the total. 1In Ontonagon county the personalty valuation was
divided among industrial, utility, business, and farm personalty in a
fairly uniform manner. Only two of the four counties listed pipelines
on their personalty tax rolls.

Among the city assessment districts there was little uniformity in

the relative importance of the three major classes of personal property.

In general, within each city either industrial or business personalty
led in importance, followed by utility personal property. The relative
importance of industrial and business personalty varied comnsiderably

among the districts.

26.9
23.9
20.6
26.4

2.2

100.0
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Limitations of the Study

As is the usual case, there are certain limitations in the inter-
pretation of the following analysis. These limitations are due to both
the nature of the data employed and the methodological procedure described
above. The current study is based, as previously noted, upon data ob-
tained from State Tax Commission equalization studies. There was no
attempt toward a random selection of Michigan assessment districts.
Rather, the study includes all of the counties which have recently been
the object of equalization studies. However, the large number of counties
included in the sample and the relative size of the state property tax
base represented lead to implications which are applicable to the

entire state.

Variations Within Property Classes

Although the present study is not intended to deal with assessment
variations within specific property classes, it should be remembered
that such variations exist. Hence, an adjusted assessment-appraisal
value ratio which is greater than 100 for a particular property class in
a local assessment district does not preclude the possibility that some
properties within the class may actually be under-assessed rather than
over-asgsessed. An adjusted ratio of more than 100 only indicates that
a specific property class is8, on the average, over-assessed relative to
the assessment levels of all other classes of property within the

district.
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Accuracy of State Appraisal Valuations

The validity of the analysis depends in a large part upon the
accuracy of the data obtained from the State Tax Commission equalization
studies. Since the Commission relies upon a sample appraisal method in
conducting equalization studies, the accuracy of both the sampling
technique and the appraisal valuations determined by the Commission
should be considered.

Insofar as the sampling technique is concerned, there is no apparent
reason to question the validity of using a random sample comprising a
minimum of 10 percent of the property valuation in each class. None-
thelegs, the sampling method employed by the Commission cannot be taken
as a complete re-assessment of all property. The sampling method will
result in assessment-appraisal value ratios which only approximate the
true ratios.

The use of state appraised valuations as a standard for measuring
the accuracy of local assessments is also open to question. The State
Tax Commission does not attempt to appraise at current market values.
However, equalization at full value is not a requisite of equitable taxa-
tion. The Commission has, in general, a staff with more professional
experience and training in appraisal work than have the local assessment
districts. 1In addition, the Commission staff presumably value all property
in a uniform manner. Hence, state appraised valuations for any group of
local assessment districts should represent a more nearly uniform per-
centage of current market values than the collective valuations of local

assegsors.
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Related Studies

No doubt the history of property taxation is no more diverse than
the studies dealing with its many facets. 1In general, studies of property
taxation have dealt with one, or more, of three broad areas: (1) the
relationship of assessed valuations to some other measure of value;
(2) the relationship of the amount of property taxes paid to the produc-
tivity of the taxed property, or, more generally, to individual or firm
income; and (3) the legal and administrative aspects of property taxation.
The present study is primarily comcerned with the first of these areas
although it necessarily involves a discussion of legal and administrative

aspects as well.

Assessment-Sales Value Ratio Studies

As noted earlier, actual sales data have served as the basis for the
level of appraisal valuations used by the State Tax Commission in Michi-
gan. A number of other states make much greater use of transfer prices
in the determination of cash values than does Michigan. Actual sale
prices have also been used quite extensively in the study of variations
in assessment levels. The methodology of assessment-sales ratio studies
is usually very similar to that of the current study. However, the use
of sales data has several disadvantages.

Since the assegsed valuation of any specific parcel of property may
be either above or below the average assessment level of similar parcels,
a technique involving a random sample of properties would presumably
yield the most valid estimate of the average assessment level. However,

assessment-sales ratio studies can be based only upon a sample chosen
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from among the properties which have been sold within a selected time
period. Hemce, a random sample of the properties is not possible. Since
studies of this type usually purport to show only gemeral tendencies,
this objection is somewhat less important than others.

A second problem lies in the determination of valid sale prices.
Federal revenue stamps, attached to deeds, have often been used in esti-
mating the market value of property. The reliability of property value
estimates derived from federal revenue stamps is discussed in most

studies using this method. °

Even when the possible error associated
with the use of federal revenue stamps is recognized, however, the
bonafide sales still must be distinguished from abnormal sales. The
extreme cases are easily identified, but the selection of a division
point between bonafide and abnormal sales is completely arbitrary.

The use of sales data involves additional shortcomings when the
researcher desires to study all property classes. Federal revenue stamps
can be used only in estimating real estate values. Estimates of the
current sales value of personalty are much more difficult to obtain.
Also, some classes of property are seldom represented on the market.
Thus, an adequate sample is difficult to obtain even with some classes
of realty.

Although the disadvantages are important, assessment-sales ratio

studies provide, on the whole, very useful information. The methodology

6See, for example, Raleigh Barlowe and Othmar A. Limberger, '"Rela-
tionship of Tax Assessed Valuations to the Sales Values of Real Properties,
Ingham County, Michigan, 1950-53," guarterly Bulletin, Michigan Agricul-
tural Experiment Station, Volume 39, No. 1 (August, 1956), pp. 143-162.
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of the current study is similar to that employed in studies which rely
upon sales values or privately appraised values; and it has, therefore,
many of the same strengths and weaknesses. 1In relying upon State Tax
Commission appraised valuations, the analysis of this study is, in
effect, based upon appraisals which represent a selected percentage of
current market values, as determined by the Commission. The use of
state appraised valuations does, however, have the important advantage
of providing a uniform sampling of all classes of both real and personal

property.

Studies in Other States

Many of the early studies of property taxation were largely con-
cerned with informing the public about the local tax structure. Con-
siderable attention was also directed toward the property tax burden
of farm owners in the 1920's and 1930's. A 1926 research report con-
cluded, for example, that the Missouri farm tax problem had reached
serious proportions.7 This report included a comparison of appraisal-
sale value ratios for rural and urban properties which indicated that
farm property was generally over-assessed relative to urban real estate.
In the same year a study of the farm tax situation in North Dakota was

published.®

7C. 0. Brannen and S. D. Gromer, Taxation of Farms in Missouri,
Missouri Agricultural Experiment Station, Research Bulletin 93, Novem-
ber, 1926.

SR. Wayne Newton and Alva H. Benton, Some Tax Problems of North
Dakota Farmers, North Dakota Agricultural Experiment Station, Bulletin
203, October, 1926.
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Brannen noted, in 1928, that Arkansas farms tended to be assessed
at a higher proportion of earmings than other types of property and
suggested that income be considered in the valuation of farm real estate.9
Weaver also found that farm real estate and mining properties were being
assessed at a higher percentage of net income than other types of property
in Pennsylvania.lo In addition, he found agricultural property to be
over-assessed relative to urban property.

The early studies of property taxation dealt primarily with the
situation of farm property owners. Later studies began to take a more
comprehensive view of the property tax system. A 1939 study of assess-
ment inequalities in Arkansas provided a rather systematic study of
local assessment procedures.11 The study found that low-valued real
estate was consistently over-assessed relative to more valuable property.
This proved true of both urban and farm property. Farm property was
also found to be assessed at higher levels than residemtial property,

and residential real estate was, in turn, assessed at higher levels than

buginess property. The Arkansas study also attempted to measure the

9%. o. Brannen, The Farm Tax Problem in Arkansas, Arkansas Agricul-
tural Experiment Station, Bulletin 223, February, 1928.

10g, p. Weaver, The Rural Tax Problem in Pennsylvania, Pennsylvania
Agricultural Experiment Station, Bulletin 263, March, 1931.

l1ggtal E. Sparlin, Inequalities in the Arkansas Property Tax
Assessment System, Arkansas Agricultural Experiment Station, Bulletin 369,
January, 1939,
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quality of local assessments from the standard deviation of assessment-
appraisal value ratios. However, this was accomplished on the basis of
property classes and no effort was made to compare the quality of assess-
ments among districts on the basis of total taxable property.

More recent research reports have confirmed the tendency of local
assessors to over-value farm realty relative to other types of real
ptoperty.12 Moreover, the assessment bias favoring high-valued property
was substantiated by a number of studies.13 Other studies have dealt
largely with the general administration of general property taxes and the

determination of the tax burdens of various social groups.l4

Michigan Studies

The tax structure of the state of Michigan has been the object of

numerous research studies. Although criticism is still being directed

12See, for example, C. C. Taylor, Farm Real Estate Assessment im
Georgia, Georgia Agricultural Experiment Station, Bulletin N. S. 22,
April, 1956; Walter E. Chryst and Frank Miller, Assessment of Property for
Tax Purposes in Missouri, Missouri Agricultural Experiment Station, Re-
search Bulletin 490, February, 1952; C. C. Taylor and G. H. Aull, Assess-
ment of Farm Real Estate for Tax Purposes in South Carolina, South
Carolina Agricultural Experiment Station, Bulletin 416, January, 1954;
Robert O. Sinclair and E. H Loveland, Property Tax Assessments in Vermont,
Vermont Agricultural Experiment Station, Bulletin 606, March 1958; W. W.
Armentrout and Tyler F. Haygood, Property Tax Assessment in West Virginia,
West Virginia Agricultural Experiment Station, Bulletin 358, March, 1953;
and Arthur J. Walroth, "Equalization of Property Taxes in an Urban-Rural
area," Land Economics, Volume XXXIII, No. 1 (February, 1957), pp. 47-54.

13taylor, loc. cit.; Armentrout and Haygood, loc. cit.; Taylor and
Aull, loc. cit.; and Chryst and Miller, loc. cit.

14See, for example, Harold G. Halcrow, Impact of Property Taxation on
Connecticut Agriculture, Storrs Agricultural Experiment Station, Bulletin
321, February, 1956; Wilfred H. Pine, Farm and City Real Egtate Tax in
Kansas, Kansas Agricultural Experiment Station, Bulletin 382, September,
1956; John Thompson and Max Myers, The South Dakota Farmer and His Taxes,
South Dakota Agricultural Experiment Station, Circular 128, May, 1956; and
C. C. Taylor and G. H. Aull, Property Tax Problems in the Southeast, South
Carolina Agricultural Experiment Station, Bulletin 414, January, 1954.
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at the Michigan property tax system, recent studies have not protested
as vigorously as did Newton and Hedrick in 1928. The following state-
ments, from their conclusions regarding farm real estate assessment
practices in Michigan, exemplify their vehemence:
In conclusion it may be said that the Michigan system of
assessing and equalizing property for taxation, as established
by law, is so complicated that it is hardly understandable, so
impractical that officials charged with its administration have
long since abandoned all attempts to enforce its features, and
80 unsuited to a modern society that nobody particularly cares
to see it enforced.
The Michigan property tax is characterized by property
descriptions that do not describe, assessors who do not assess,
supervisory officials who do not supervise, equalizations which
create inequalities, and a legal standard of values which is
avowedly abandoned, being replaced by three substitute values,
each different, and at least two of them frequently made by
the same board of three men.l
The lengthy report by Newton and Hedrick was concerned primarily with the
legal and administrative aspects of property taxation. They were less
concerned with variations in assessment levels than with assessment errors
due to negligence, omission of some property from the tax rolls, and the
failure of local assessors to re-appraise property each year.

A later study by Cline in 1940 dealt with the general effect of
taxation on Michigan famers.16 This report included a detailed study of
property tax trends in 200 agricultural townships. However, major atten-

tion was directed at changes in tax rates, the size of the township tax

lsR. Wayne Newton and W. O. Hedrick, Farm Real Estate Assessment
Practices in Michigan, Michigan Agricultural Experiment Station, Special
Bulletin 172, February, 1928, p. 71.

16penzel C. Cline, Michigan Tax Trends as Related to Agriculture,
Michigan Agricultural Experiment Station, Special Bulletin 301, February,
1940.
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bases, and the composition of the tax base. The relationship of farm
taxes to the level of farm incomes was also emphasized.

Further attention was directed to the administration of property
taxation in later studies. Dickerson, in 1944, studied the role of the
state government in supervising local taxation. He found, as had Newton
and Hedrick nearly 20 years before, that "it is freely admitted by
assessors that most of the valuations are copied from the previous year's
roll."17 Dickerson concluded, in part, that Michigan assessment dis-
tricts are too small and too numerous. A more recent monograph on
property tax administration was published in 1951.18

A detailed comparative study of property tax administration in
Michigan and Illinois concluded that neither the Michigan nor the Illinois
system provided equitable treatment of property owners under the existing
tax laws.19 Two major reasons were given: First, there are too many
local assessment districts within the states; and, second, local assessors
do not use uniform assessment procedures.zo

A recent study of a selected group of above-average commercial farms

revealed that property taxes in Michigan increased by 256 percent from

1939 to 1956 and that during the period 1948 to 1956 real estate taxes

17M11ton B. Dickerson, State Supervision of Local Taxation and Finance
in Michigan, Michigan Agricultural Experiment Station, Special Bulletin 327,
April, 1944, p. 20.

18;14ude R. Tharp, Property Tax Administration (Michigan Pamphlet No.
22,; Ann Arbor: Bureau of Government, Institute of Public Administration,
University of Michigan, 1951).

19pobert H. Pealy, A Comparative Study of Property Tax Administration
in Illinois and Michigan (Michigan Govermmental Studies, No. 33; Ann Arbor:
Bureau of Government, Institute of Public Administration, University of
Michigan, 1956).

201bid., p. 113.
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increased more rapidly than land values.2l A more comprehensive study
of property taxation, by Heneberry and Barlowe in 1958, was also con-
cerned with the trends in tax rates, the assessment levels, and the
relationship of farm real estate taxes to both land values and farm
1ncone.22 Comparisons between selected groups of rural and urbanized
townships indicated that, while property taxes increased three-fold in
agricultural townships during the period 1940 to 1955, urban township
property taxes increased eleven-fold during the same period. Three
reasons were given for the rapid increase in property taxes within
urban townships: (1) the rise in the general price level, (2) the
addition of new property to the tax roles, and (3) the increased demand
for public setvices.23

In 1956 an assessment-sales value study of Ingham county found
wide variations in the assessment-sales value ratios both within and
between assessment districts.z4 For example, the assessment-sales
value ratios for the middle 50 percent of the sample properties ranged
from a low of 10.5 in Meridian township to a high of 25.7 in Leslie

township. The study also indicated that rural property was, on the

21Charles Beer and Raleigh Barlowe, '"Impact of Property Taxes on
Michigan Farmers, 1939-1956," Cuarterly Bulletin, Michigan Agricultural
Experiment Station, Volume 40, No. 1 (August, 1957), pp. 176-180.

22i114iam H. Heneberry and Raleigh Barlowe, Property Tax Trends
Affecting Michigan Farmers, Michigan Agricultural Experiment Station,
Special Bulletin 421, 1958.

231bid., pp. 9-10.

t

24Barlowe and Limberger, loc. ¢
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average, over-assessed relative to the property in suburbanized and
urbanized areas. However, variations in the assessment-sales value ratios
of specific property classes were not examined.

An extensive study of the Michigan tax structure was compiled by
the research staff for the 1958 Michigan Tax Study.25 One chapter of
the report was specifically concerned with the general property tax and
several other sections are closely related to the subject of property
taxation.26 The chapter on the general property tax provides a rather
complete summary of legal and administrative trends in property taxation.
It also compares the Michigan property tax system with those of adjacent
states and brings together the findings of several different research

studies dealing with various phases of property taxation.

25Michigan Tax Study: Staff Papers (Lansing, 1958).

265ee Robert H. Pealy, et al., "The General Property Tax," ibid.,
Chapter 5. Also see Raleigh Barlowe, "Impact of State and Local Taxes
on Michigan Farmers,' ibid., Chapter 3.
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CHAPTER IV
VARIATIONS IN ASSESSMENT-APPRAISAL VALUE RATIOS

Township Assessment Districts

Average Assessment-Appraisal Value Ratios

Although major attention will be directed to the variations in the
assessment levels of different classes of property, the range of average
assessment-appraisal value ratios among the assessment districts should
be noted. Assessment at any percentage of current market values will
result in the equitable treatment of property owners as long as all
properties within each district are assessed at the same percentage and
equalization among districts is accurately accomplished. As we shall
see, however, there is a wide range of assessment-appraisal value ratios
among the various property classes within each individual assessment
district.

The State Tax Commission found that personal property was assessed,
on the average, at a higher percentage of true cash value than was real
property in 168 of the 320 townships included in this study. However,
in a number of cases, the assessed valuations of certain classes of
personal property were adjusted upward by the local assesgsors during the
period in which the equalization studies were in progress; thus the
average assessment-appraisal value ratios of personal property were
artificially increased. When these increases are eliminated, real
property was actually assessed at a higher percentage of cash value than

was personalty in 196 of the 320 townships.
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This suggests a tendency for local assessors to under-value per-
sonal property relative to real property. On the basis of average
county valuations, the State Tax Commission is reported to have found
that personal property was under-assessed in 49 of 63 counties studied
over the past 10 years.1 The current study indicates that any tendency
for local asgsessment officials to under-value personalty may be rela-
tively ieas important now than in the past.

All Property. A general increase in the level of local assessment
2

valuations® was evident from the median assessment-appraisal value
ratios for all property in rural townships (TABLE 4-1). The median
ratios for rural townships were 42 percent in 1955, 51 percent in 1956,

54 percent in 1957, and 61 percent in 1958.3 Since fewer townships

TABLE 4-1 Variations in average assessment-appraisal
value ratios, by township group, for all
property

No. of Twps. more

No. of H;&:i“ ::::Bt Range :::i““ than 10 Percentage
Twps. ° ° ©  Points from Median
Rural Twps.
1955 29 62.4 30.0 32.4 42,2 5
1956 70 101.8 30.2 71.6 51.0 19
1957 82 73.5 30.8 34.7 542 27
1958 28 77.3 40.3 37.0 60.6 8
Urban Twps. ' o) L 5
1955-58 74 83.3 18.4 64.9 43.9 21
Resort Twps.
1955-58 37 83.3 32.1 51.2 53.9 18

lRobert H. Pealy et al., "The General Property Tax," Michigan Tax
Study: Staff Papers (Lansing, 1958), p. 207.

2The terms "assessment level" and "assessment-appraisal value ratio"
are used synonymously.

3The years given indicate the calendar year in which the study of
the townships, by the State Tax Commission, was completed.
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were included in the urban and resort groups, these townships were not
listed by year of study. 1t should be noted, however, that the median
assessment-appraisal value ratio for all urban townships was only 44
percent.

The difference between the highest and lowest assessment-appraisal
value ratio for townships within each of the six groups shown in TABLE 4-1
was more than 30 percentage points in each case. In the rural township
groups 59 of the 209 rural townships were assessed at average levels
which were more than 10 percentage points from the median ratios. Among
the 74 urban townships, 21 townships were assessed at more than 10 per-
centage points from the median ratio, and 18 of the 37 resort townships
had ratios more than 10 percentage points from the median ratio for the
group. It is apparent that a wide variation existed in the average
assessment levels of the townships studied. The over-all range from 18
percent to 102 percent means that assessments in the highest township
were five and one-half times those in the lowest townships.

Real Property. When only the real property valuations of the town-

ships were considered, the variations in the average assessment-appraisal
value ratios were similar to the variations of the ratios for all property.
As shown in TABLE 4-2, the median assessment-appraisal value ratios for
realty were higher than the median ratios for all property in four of

the six township groups. It should be noted, however, that the lowest
ratio, the highest ratio, and, hence, the range of assessment levels for
real property were approximately the same as the corresponding values for
all property. This was to be expected since real property comprised an ex-
tremely large proportion of the total property valuation in most of the

townships.



81

TABLE 4-2 Variations in average assessment-appraisal value
ratios, by township groups, for real property

No. of Twps. more

N;& :f H;&:izt Lowfiz Range Median 1., 10 Pexrcentage
ps. - Ratio  points from Median
Rural Twps.

1955 29 67.0 32.2 34.8 46.6 6

1956 70 102.0 30.8 63.2 51.0 19

1957 82 72.6 29.0 43.6 54.6 24

1958 28 77.1 39.5 37.6 62.8 9

g

Urban Twps. T

1955-58 74 80.3 20.7 59.6 45.4 25
Resort Twps.

1955-58 37 82.3 32.1 50.2 50.4 20

Personal Property. The average assessment-appraisal value ratios

of personal property revealed that there was greater variation among

townships in the assessment of personalty than in the assessment of real

property (TABLE 4-3). 'In the groups of rural townships studied in 1955

TABLE 4-3 Variations in average assessment-appraisal value
ratios, by township group, for personal property

No. of Twps. more

No. of Highest Lowest Range Median .pan 10 Percentage
Twps. Ratio Ratio Ratio  points from Median
Rural Twps.
1955 29 103.6 6.2 97.4 24.3 9
1956 70 92.3 24.5 67.8 52.8 23
1957 82 105.1 20.8 84.3 60.6 48
1958 28 81.5 9.2 72.3 51.8 10
S
Urban Twps. . c
1955-58 74 84.7 7.8 76.9 40.5 42
Resort Twps.
1955-58 37 86.2 14.0 72.2  69.0 30
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and 1958, and in the group of urban townships, the lowest ratios for
personalty were less than 10 percent. The bias introduced into the
distribution of personalty ratios because of increases in the assessed
valuation of personal property during the course of the equalization
study was eliminated in determining the values given in TABLE 4-3. 1If
this had not been done, the ranges of assessment-appraisal value ratios
would have been somewhat larger. Further evidence of the greater varia-
tion of personal property ratios was given by the larger number of town-
ships, in each group, which were assessed at more than 10 percentage

points from the median ratios.

Variations in Real Property Assessment Levels

Data from 320 Michigan townships revealed significant variations in
the average assessment-appraisal value ratios for different classes of
real property. Although there was a wide variation within each class of
property, certain property classes were, in a substantial majority of the
cases, either over-assessed or under-assessed relative to other classes.

The following comparisons were based upon the adjusted assessment-
appraisal value ratios of specified property classes. As previously
noted, all ratios were converted to the equivalent of a 100 percent
assessment for real property. Since all townships did not have property
listed under each classification, the number of townships included in the
comparison of individual property classes varied. Also, in the few cases
in which the assessment-appraisal value ratio of a particular property
class were estimated rather than determined by actual appraisals, the

estimated ratios were excluded from the comparisons.
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Farm Real Estate. All farm real estate, with the exception of

timber and waste lands, is included as either a farm improved property

or farm vacant property. The median adjusted assessment-appraisal

value ratio for farm improved property was 98 percent for 314 townships \g/
/_/
(TABLE 4-4). Farm improved real estate was under-assessed in 56 percent

of the townships.

TABLE 4-4 Distributions of adjusted assessment-appraisal
value ratios of farm improved real estate in
314 townships

. Rural Urban Resort All
Qgﬁztea Townships  Townships  Townships Townships
No. Percent No. Percent No. Percent No. Percent
0 - 9.9
10.0 - 19.9 1 0.5 1 0.3
20.0 - 29.9
30.0 - 39.9
40.0 - 49.9 1 1.4 1 0.3
50.0 59.9 1 0.5 2 2.8 1 2.9 4 1.3
60.0 69.9 5 2.4 1 1.4 4 11.4 10 3.2
70.0 - 79.9 10 4.8 2 2.8 3 8.6 15 4.7
80.0 - 89.9 21 10.1 11 15.3 3 8.6 35 11.1
90.0 - 99.9 92.5 44,7 13 18.1 6 17.1 111.5 35.5
100.1 - 110.0 57.5 27.8 12 16.7 4 11.4 73.5 23.4
110.1 - 120.0 13 6.3 19 26.4 6 17.1 38 12.1
120.1 - 130.0 &4 1.9 4 5.6 2 5.7 10 3.2
130.1 - 140.0 1 0.5 1 1.4 2 5.7 4 1.3
140.1 - 150.0 2 2.8 2 5.7 4 1.3
150.1 - 160.0 1 0.5 3 4.2 1 2.9 5 1.6
160.1 - 170.0 1 1.4 1 0.3
170.1 - 180.0
180.1 - 190.0 1 2.9 1 0.3
190.1 - 200.0
Greater than
200.0
Totals? 207 100.0 72 100.0 35 100.0 314 100.0
Median Ratios 97 105 101 98

8petails may not add to totals because of rounding.
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- ST e -

Since farm jimproved property E:de up a large proportion of the

total valuation of all real property in most of the townships, the
median ratio would not be expected to differ greatly from 100 percent,
especially within the rural townships. When all townships were con-
sidered as a group, 59 percent of the townghips were within the range
of 90 to 110 percent.

The median ratios were 97 percent, 105 percent, and 101 percent for \(

AN

rural, urban, and resort townships, respectively. This lends some sup-
port to the hypothesis that farm improved real estate is under-assessed
in rural townships and over-assessed in urban and resort townships. {
However, as in all of the comparisons, the distribution of the ratios
should be noted. Although farm improved property was under-assessed in
63 percent of the rural townships, 72 percent of the adjusted ratios
were within 10 percentage points of 100 percent. There was greater
variation in the assessments made in the urban and resort townships.

FdfiMVécang;Eigpeéé%.was over-valued by local assessors in most town-
ships by a substantial amount (TABLE 4-5). The median adjusted assess-
ment levels for rural, urban, and resort townships were 133 percent,
141 percent, and 133 percent, respectively. The median assessment level
for all townships was 134 percent. Farm vacant real estate was over-
assessed in 92 percent of the townships; and, in only 13 percent of the
cases did the adjusted ratios fall within 10 percentage points of the
100 percent level.

There was no apparent difference in the assessment of farm vacant

property among the three groups of townships. The general over-assessment
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TABLE 4-5 Distributions of adjusted assessment-appraisal
value ratios of farm vacant real estate in 310

townships
Rural Urban Resort All

Adjusted Townships Townships Townships Townships
Ratio No. Percent No. Percent No. Perceant No. Percent

0 - 9.9

10.0 - 19.9 1 0.5 1 0.3
20.0 - 29.9 1 1.4 1 0.3

30.0 - 39.9 1 0.3
40.0 - 49.9 8 3.1 1 0.3
50.0 - 59.9

60.0 - 69.9 1 0.5 1 0.3

70.0 - 79.9 1 0.5 3 4.2 1 3.1 S 1.6
80.0 - 89.9 1 0.5 3 4.2 4 1.3

90.0 - 99.9 6 2.9 4 5.6 1 3.1 11 3.5
100.1 - 110.0 22 10.6 4 5.6 4 12.5 30 9.7
110.1 - 120.0 28 13.5 6 8.5 3 9.4 37 11.9
120.1 - 130.0 37 17.9 11 15.5 5 15.6 53 17.1
130.1 - 140.0 25 12.1 3 4.2 3 9.4 31 10.0
140.1 - 150.0 31 15.0 7 9.9 38 12.3
150.1 - 160.0 21 10.1 7 9.9 28 9.0
160.1 - 170.0 10 4.8 6 8.5 3 9.4 19 6.1
170.1 - 180.0 9 4.3 6 8.5 3 9.4 18 5.8
180.1 - 190.0 4 1.9 2 2.8 2 6.2 8 2.6
190.1 - 200.0 5 2.4 2 2.8 4 12.5 11 3.5
Greater than

200.0 5 2.4 6 8.5 2 6.2 13 4,2

Totals® 207 100.0 71 100.0 32 100.0 310 100.0
Median Ratios 133 141 133 134

8petails may not add to totals because of rounding

of farm vacant real estate was evident im all of the township groups and
in all periods over the past five years.

A comparison of the over-all assessment levels of farm improved and
farm vacant real estate is facilitated by FIGURE 4-1 and FIGURE 4-2. It

is readily apparent that greater variation exists among the assessment
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levels of farm vacant property and that farm vacant property is, on the
whole, greatly over-assessed.

Business Real Estate. Among 305 townships the median assessment

level of business improved real estate was 92 percent (TABLE 4-6). For \f\
all townships, this class of property was under-assessed in 64 percent

of the districts. The range 90 to 110 percent contained only 32 per-

cent of the observations.

Business improved realty was under-assessed, on the average, in e
all township groups. The median adjusted ratios were 91 percent in
rural townships, 94 percent in urban townships, and 93 percent in resort
townships. 1In the urbam township group 41 percemnt of the observatioms
were within 10 percentage points of the 100 percent level. Assessments
were less uniform among the other districts.

Business vacant real estate was, in general, under-assessed even ‘f“
more than improved business property. The median assessment level of
business vacant realty was 86 percent for 142 towmships (TABLE 4-6).
Omitted from the sample were 23 townships in which the assessment-appraisal
value ratios were derived from estimates rather than actual appraisals.
There was little difference in the treatment given to business vacant
realty among the township groups.

The range of assessment levels was somewhat larger for business
vacant property than for business improved property (FIGURE 4-3 and
FIGURE 4-4). 1In the case of vacant business realty only 15 percemt of
the observations were within 10 percentage poimnts of the 100 percent
asgessment level. However, business vacant property was under-assessed

in only 62 percent of the townships as compared to 64 percent for
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TABLE 4-6 Distributions of adjusted assessment appraisal
value ratios of business improved real estate
in 305 townships and business vacant real estate
in 142 townships

Business Improved Business Vacant
Adjusted Ratio Real Estate Real Estate
All Townships All Townships
No. Percent No. Percent
0 - 9.9 2 0.7 1 0.7
10.0 - 19.9 3 2.1
20.0 - 29.9 5 3.5
30.0 - 39.9 2 0.7 6 4.2
40.0 - 49.9 6 2.0 8 5.6
50.0 - 59.9 13 4.3 14 9.9
60.0 - 69.9 8 9.2 14 9.9
70.0 - 79.9 50 16.4 16 11.3
80.0 - 89.9 39 12.8 7 4.9
90.0 - 99.9 56 18.4 14 9.9
100.1 - 110.0 43 14.1 7 4.9
110.1 - 120.0 28 9.2 10 7.0
120.1 - 130.0 9 3.0 7 4.9
130.1 - 140.0 10 3.3 5 3.5
140.1 - 150.0 8 2.6 4 2.8
150.1 - 160.0 3 1.0 Z 1.4
160.1 - 170.0 3 1.0 3 2.1
170.1 - 180.0 p 0.7 1 0.7
180.1 - 190.0 1 0.3 1 0.7
190.1 - 200.0 1 0.3 2 1.4
Greater than 200.0 1 0.3 12 8.4
Totals® 305 100.0 142 100.0
Median Ratios 92 86

8petails may not add to totals because of rounding.

business improved property. As evident in a comparison of FIGURES 4-3
and 4-4, improved business realty was more uniformly assessed than was
vacant business property.

Industrial Real Estate. The median adjusted assessment-appraisal

Ay

value ratio of industrial real estate was 96 percent among 183 townships 7(
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(TABLE 4-7). This class of realty was under-assessed in 55 percent of
the districts. However, the median ratios were 92 percent, 100 percent, :/
and 103 percent for rural, urban, and resort townships, respectively.

Thus, under-assessment prevailed in only the rural township group.

TABLE 4-7 Distributions of adjusted assessment-appraisal
value ratios of industrial real estate in 183
townships and utility real estate in 161 townships

Industrial Real Estate Utility Real Estate
Adjusted Ratio All Townships All Townships
No. Percent No. Percent
0 - 9.9 2 1.1 1 0.6
10.0 - 19.9 1 0.5
20.0 - 29.9 5 2.7 4 2.5
30.0 - 39.9 2 1.1 9 5.6
40.0 - 49.9 8 4.4 5 3.1
50.0 - 59.9 15 8.2 5 3.1
60.0 - 69.9 12 6.6 7 4.3
70.0 - 79.9 14 7.7 6 3.7
80.0 - 89.9 22 12.0 8 5.0
90.0 - 99.9 19 10.4 9 5.6
100.1 - 110.0 19 10.4 9 5.6
110.1 - 120.0 23 12.6 9 5.6
120.1 - 130.0 6 3.3 10 6.2
130.1 - 140.0 6 3.3 4 2.5
140.1 - 150.0 10 5.5 7 4.3
150.1 - 160.0 6 3.3 3 1.9
160.1 - 170.0 3 1.6 2 1.2
170.1 - 180.0 2 1.1 3 1.9
180.1 - 190.0 1 0.5 7 4.3
190.1 - 200.0 5 3.1
Greater than 200.0 7 3.8 48 29.8
Totals® 183 100.0 161 100.0
Median Ratios 96 129

%Details may not add to totals because of rounding.
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Among all townships, industrial real estate was assessed in the
range 90 to 110 percent in 21 percent of the districts (FIGURE 4-5).
On the whole, industrial property was assessed at a wide range of

values.

Utility Real Estate. Among 161 townships, the median assessment

level of utility real estate was 129 percent (TABLE 4-7). Utility \><
property was over-assessed in 66 percent of the local districts; and,

in 30 percent of the townships, utility real estate was assessed at

more than 200 percent of the average assessment levels. Only 11 per-
cent of the observations were within 10 percentage points of the 100
percent level.

The median assessment levels were 129 percent for rural townships, j{
120 percent for urban townships, and 145 percent for resort townships.
For all township groups the data indicated a tendency of local assessors
to over-value utility property. However, there was a wide variation in
the adjusted assessment-appraisal value ratios (FIGURE 4-6). Moreover,
substations were excluded from the utility class because the data re-
vealed that this particular type of property was, in numerous instances,
assessed at many times its actual cash value.

As noted above, utility real estate was assessed at more than 200
percent in 30 percent of the townships. In general, these extreme cases
extended, fairly uniformly, over a large range. But in most instances
the total valuation included was small.

Residential Real Estate. The median assessment-appraisal value

ratio of residential improved real estate, adjusted to the equivalent
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of a 100 percent assessment, was 95 percent (TABLE 4-8). This class of \}i
property was under-valued by local assessors in 64 percent of 81 town-
ships. Assessments in this class were, on the whole, very uniform.

The range from 90 to 110 percent contained 46 percent of the observatioms.
In addition, the distributions of adjusted assessment levels were very

similar for the three groups of townships.

TABLE 4-8 Distributions of adjusted assessment-appraisal
value ratios of residential improved real estate
in 81 townships and residential vacant real estate
in 76 townships

Residential Improved Real Residential Vacant Real
Adjusted Ratio Estate Estate
All Townships All Townships
No. _Percent No. Percent
0o - 9.9
10.0 - 19.9
20.0 - 29.9
30.0 - 39.9
40.0 - 49.9 2 2.6
50.0 - 59.9 1 1.2 1 1.3
60.0 - 69.9 3 3.7 2 2.6
70.0 - 79.9 7 8.6 6 7.9
80.0 - 89.9 19 23.5 14 18.4
90.0 - 99.9 21.5 26.5 10.5 13.8
100.1 - 110.0 15.5 19.1 5.5 7.2
110.1 - 120.0 8 9.9 8 10.5
120.1 - 130.0 4 4.9 7 9.2
130.1 - 140.0 1 1.2 5 6.6
140.1 - 150.0 1 1.2 7 9.2
150.1 - 160.0 1 1.3
160.1 - 170.0 3 3.9
170.1 - 180.0
180.1 - 190.0 1 1.3
190.1 - 200.0
Greater than 200.0 3 3.9
Totals® 81 100.0 76 100.0
Median Ratios 95 105

@petails may not add to totals because of rounding.
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Among 76 townships, the median adjusted assessment level of resi- \\
dential vacant real estate was 105 percent (TABLE 4-8). Over-assessment
existed in 53 percent of the local assessment districts. However, the
median assessment level in 26 urban townships was 96 percent, and the
median in 47 rural townships was 107 percent. Hence, on the average,
local assessors had over-valued residential vacant real estate within
the villages of predominately rural areas and under-valued the same
property class in the urban townships.

A comparison of the distributions of assessment levels of residential
improved and residential vacant real estate revealed that residential
vacant property was, in the main, assessed at a somewhat higher level
than improved residential real estate (FIGURE 4-7 and FIGURE 4-8). But,
as noted above, this difference rested in the assessments within the
rural townships. The median assessment levels for both classes were
96 percent in the urban townships. In the rural townships there was a
difference of 12 percentage points between the median adjusted ratios of
the two property classes.

Suburban Real Estate. Suburban acreage improved real estate was \7<

under-assessed in 83 percent of 314 townships (TABLE 4-9). The wmedian
assessment level was 85 percent for all townships, and 32 percent of
the districts were within 10 percentage points of the 100 percent
assessment level. Among the township groups, the median adjusted ratios
were 83 percent in the rural townships, 89 percent in the urban townships,
and 84 percent in the resort townships.

Suburban acreage vacant property was, on the other hand, generally

over-valued by the local assessors. This property class was over-assessed



98

sdpysumol 18 uUF ©3®3s8z [eey peaoidu]

1eJIUSpPTeey Jo sojiex enivAa [esfeidde-jucwmssesse peisn{pe JOo UOTINQFIISTA °/-% TENOIJ
o13®y paisnfipy
00Z 061 08T OLI 09T OST O%T O€T 0Z1 OIT O0I 06 08 0L 09 0SS o7 0¢ 0Z 01 0
L L A | 1 L | ) 1 | 1 1 0
I — ! —

|
|
" - ¢0°
|
|
|
" L 01°
|
|
|
_ —-G1°
!
|
|
| | 02
[
|
]
"
_ | _GCT
1
]
{

$BIPaKH | o¢”

JUSWE 8O BY=-I3A0

JUomeSIBSY-IIPUf

uofizodoad



99

oow 061 08T OLT 091 OST O%T OtT OCI OTT 00T 06 08 OL 09 0SS O% mm wm 01

sdyysumol, 9/ uyl 23e383 [ESY IUBOBA
1eTauspysey jo sorjlex anjeA [esyeadde-jusmgsssse pajysn{p® JO uOTINGTIISTA °g-% MINOIJ

0¥3¥y poasnfpy

1

0

00Z u®y3
1938919

!
|
|
|
|
|
|
|
I
|
|
!
|
I
|
|
}
ueTpal

UBWS 6998V =190

JjuamssassY-I2puf

0

- 60°

- 0T°

1%

L 02

1 YA

- 0¢”

uoy3axodoxd



100

TABLE 4-9 Distributions of adjusted assessment-appraisal value
ratios of suburban acreage improved real estate in
314 townships

Rural Urban Resort All
Townships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0 - 9.9 1 0.5 1 0.3
10.0 - 19.9
20.0 - 29.9 1 0.5 1 0.3
30.0 - 39.9 1 2.9 1 0.3
40.0 - 49.9 3 1.5 1 2.9 4 1.3
50.0 - 59.9 14 6.8 3 4.1 4 11.4 21 6.7
60.0 - 69.9 29 14.1 1 1.4 4 11.4 34 10.8
70.0 - 79.9 40 19.4 14 19.2 6 17.1 60 19.1
80.0 - 89.9 45 21.8 21 28.8 4 11.4 70 22.3
90.0 - 99.9 42.5 20.6 20 27.4 7 20.0 69.5 22.1
100.1 - 110.1 14.5 7.0 11 15.1 5 14.3 30.5 9.7
110.1 - 120.0 6 2.9 2 2.7 1 2.9 9 2.9
120.1 - 130.0 5 2.4 1 2.9 6 1.9
130.1 - 140.0 1 1.4 1 2.9 z 0.6
140.1 - 150.0
150.1 - 160.0 3 1.5 3 1.0
160.1 - 170.0 1 0.5 1 0.3
170.1 - 180.0 1 0.5 1 0.3
180.1 - 190.0
190.1 - 200.0
Greater than 200.0
Totals® 206 100.0 73  100.0 35 100.0 314 100.0
Median Ratios 83 89 84 85

%petails may not add to totals because of rounding.

in 64 percent of the townships, and the median assessment level was 121
percent (TABLE 4-10). However, over-assessment prevailed in only the
rural and resort townships. The median adjusted assessment-appraisal
value ratios were 126 percent in the rural townships, 97 percent in the
urban townships, and 147 percent in the resort townships. Assessments
were fairly uniform in the urban townships, and the median assessment

level was only 3 percentage points below the 100 percent level.
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TABLE 4-10 Distributions of adjusted assessment-appraisal value
ratios of suburban acreage vacant real estate in 300

townships
Rural Urban Resort All
Townships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0 - 9.9 1 0.5 1 0.3
10.0 - 19.9
20.0 - 29.9 2 1.0 2 0.7
30.0 - 39.9 2 1.0 2 0.7
40.0 - 49.9 3 4.2 3 1.0
50.0 - 59.9 11 5.6 3 4.2 1 3.1 15 5.0
60.0 - 69.9 9 4.6 6 8.3 15 5.0
70.0 - 79.9 5 2.6 8 11.1 2 6.2 15 5.0
80.0 - 89.9 19 9.7 10 13.9 2 6.2 31 10.3
90.0 - 99.9 14 7.1 9 12.5 23 1.7
100.1 - 110.0 13 6.6 7 9.7 2 6.2 22 7.3
110.1 - 120.0 13 6.6 5 6.9 1 3.1 19 6.3
120.1 - 130.0 16 8.2 6 8.3 5 15.6 27 9.0
130.1 - 140.0 10 5.1 5 6.9 1 3.1 16 5.3
140.1 - 150.0 6 3.1 3 9.4 9 3.0
150.1 - 160.0 8 4.1 2 2.8 3 9.4 13 4.3
160.1 - 170.0 9 4.6 3 4.2 12 4.0
170.1 - 180.0 9 4.6 2 2.8 3 9.4 14 4.7
180.1 - 190.0 6 3.1 1 1.4 2 6.3 9 3.0
190.1 - 200.0 6 3.1 2 2.8 1 3.1 9 3.0
Greater than
200.0 37 18.9 6 18.8 43 14.3
Totals? 196 100.0 72 100.0 32 100.0 300 100.0
Median Ratios 126 97 147 121

%Details may not add to totals because of rounding.

The contrast between the assessment of suburban acreage improved

property and suburban acreage vacant property is evident in the comparison

of FIGURE 4-9 and FIGURE 4-10.

As noted, improved real estate in this

class was generally under-valued by local assessors while vacant property

was over-valued.

But it is important to note that this was not true of

the urban townships.
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Among 202 townships, suburban platted improved real estate was under-
assessed in 73 percent of the districts (TABLE 4-11). The median assess-
ment level was 90 percent. The median assessment levels in the rural,
urban, and resort township groups were 88 percent, 92 percent, and 100
percent, respectively. All of the observations were within the range
from 30 to 170 percent, and 32 percent of the observations were within
10 percentage points of the 100 percent level.

TABLE 4-11 Distributions of adjusted assessment-appraisal

value ratios of suburban platted improved real
estate in 202 townships

Rural Urban Resort All
Towmships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0 - 9.9
10.0 - 19.9
20.0 - 29.9
30.0 - 39.9 2 1.7 2 1.0
40.0 - 49.9 5 4.2 1 1.6 1 4.5 7 3.5
50.0 - 59.9 4 3.4 4 2.0
60.0 - 69.9 10 8.4 5 8.2 2 9.1 17 8.4
70.0 - 79.9 16 13.4 9 14.8 2 9.1 27 13.4
80.0 - 89.9 30 25.2 12 19.7 3 13.6 45 22.3
90.0 - 99.9 21 17.6 20.5 33.6 3 13.6 44.5 22.0
100.1 - 110.0 11 9.2 7.5 12.3 2 9.1 20.5 10.1
110.1 - 120.0 7 5.9 6 9.8 3 13.6 16 7.9
120.1 - 130.0 5 4.2 K} 13.6 8 4.0
130.1 - 140.0 5 4.2 2 9.1 7 3.5
140.1 - 150.0 1 0.8 1 0.5
150.1 - 160.0 1 0.8 1 0.5
160.1 - 170.0 1 0.8 1 4.5 2 1.0
170.1 - 180.0
180.1 - 190.0
190.1 - 200.0
Greater than 200.0
Totals® 119 100.0 61 100.0 22 100.0 202 100.0
Median Ratios 88 92 100 90

8Details may not add to totals because of rounding.
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Suburban platted vacant real estate was under-assessed in 53 percent
of the 197 townships (TABLE 4-12). The median assessment levels were
105 percent in the rural townships, 80 percent in the urban townships,
and 155 percent in the resort townships. 1t is important to note the
similarities between these medians and the medians for suburban acreage
vacant real estate.
TABLE 4-12 Distributions of adjusted assessment-appraisal

value ratios of suburban platted vacant real
estate in 197 townships

Rural Urban Regort All
Townships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
o - 9.9
10.0 - 19.9
20.0 - 29.9 2 1.7 2 1.0
30.0 - 39.9 6 5.2 6 3.0
40.0 - 49.9 3 2.6 3 5.0 1 4.7 7 3.6
50.0 - 59.9 9 7.8 6 10.0 15 7.6
60.0 - 69.9 9 7.8 9 15.0 18 9.1
70.0 - 79.9 10 8.6 12 20.0 2 9.5 24 12.2
80.0 - 89.9 6 5.2 7 11.7 3 14.3 16 8.1
90.0 - 99.9 9 7.8 8 13.3 17 8.6
100.1 - 110.0 8 6.9 1 1.7 9 4.6
110.1 - 120.0 4 3.4 3 5.0 1 4.7 8 4.1
120.1 - 130.0 4 3.4 5 8.3 1 4.7 10 5.1
130.1 - 140.0 7 6.0 3 5.0 1 4.7 11 5.6
140.1 - 150.0 4 3.4 1 1.7 1 4.7 6 3.0
150.1 - 160.0 4 3.4 1 4.7 5 2.5
160.1 - 170.0 6 5.2 1 4.7 7 3.6
170.1 - 180.0 3 2.6 1 4.7 4 2.0
180.1 - 190.0 1 0.9 1 4.7 2 1.0
190.1 - 200.0 2 1.7 1 1.7 1 4.7 4 2.0
Greater than
200.0 19 16.4 1 1.7 6 28.6 26 13.2
Totals? 116 100.0 60 100.0 21 100.0 197 100.0
Median Ratios 105 80 155 96

2Details may not add to total because of rounding.
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The distributions of the assessment levels of suburban platted im-
proved and suburban platted vacant property are presented graphically
in FIGURES 4-11 and 4-12. As expected, improved property was again more
uniformly assessed than the vacant property class.

The final class of suburban real estate was suburban acreage im-
proved "B". For the 107 townships the median assessment level of this
class was 94 percent, and under-assessment occurred in 63 percent of the
townships (TABLE 4-13). The median assessment levels for rural, urban,
and resort townships were 93 percent, 94 percent, and 95 percent
respectively.

TABLE 4-13 Distributions of adjusted assessment-appraisal

value ratios of suburban acreage improved "B"
real estate in 107 townships

Rural Urban Resort All
Townships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0O - 9.9
10.0 - 19.9
20.0 - 29.9
30.0 - 39.9
40.0 - 49.9 2 3.3 2 8.0 4 3.7
50.0 - 59.9 3 4.9 1 4.8 2 8.0 6 5.6
60.0 - 69.9 9 14.8 1 4.8 4 16.0 14 13.1
70.0 - 79.9 6 9.8 4 19.0 1 4.0 11 10.3
80.0 - 89.9 7 11.5 2 9.5 2 8.0 11 10.3
90.0 - 99.9 12 19.7 6 28.6 3 12.0 21 19.6
100.1 - 110.0 4 6.6 2 9.5 4 16.0 10 9.3
110.1 - 120.0 4 6.6 1 4.8 4 16.0 9 8.4
120.1 - 130.0 5 8.2 1 4.8 1 4.0 7 6.5
130.1 - 140.0 3 4.9 3 2.8
140.1 - 150.0 1 1.6 2 9.5 1 4.0 4 3.7
150.1 - 160.0 1 1.6 1 0.9
160.1 - 170.0 1 1.6 1 4.8 2 1.9
170.1 - 180.0 2 3.3 2 1.9
180.1 - 190.0
190.1 - 200.0
Greater than 200.0 1 1.6 1 4.0 2 1.9
Totals® 61 100.0 21 100.0 25 100.0 107 100.0
Median Ratio 93 94 95 94

4petails may not add to totals because of rounding.
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Resort Real Estate. Resort acreage improved real estate was under-

valued by local assessors in 67 percent of the 151 townships studied
(TABLE 4-14). The median assessment level for all townships was 88
percent. The median adjusted ratios were 86 percent in the rural town-
ships, 90 percent in the urban townships, and 91 percent in the resort
townships. The assessment levels varied more among the rural townships

than among the urban and resort townships.

TABLE 4-14 Distributions of adjusted assessment-appraisal
value ratios of Resort Acreage Improved Real
estate in 151 townships

Rural Urban Resort All
. Townships Townships Townships Townships
Adiusted Ratio No. Percent No. Percent No. Percent No. Percent

0 - 9.9
10.0 - 19.9
20.0 - 29.9 1 1.1 1 0.7
30.0 - 39.9 2 2.2 2 1.3
40.0 - 49.9 1 2.9 3 2.0
50.0 - 59.9 8 8.9 1 4,2 2 5.4 11 7.3
60.0 - 69.9 11 12.2 1 4.2 3 8.1 15 9.9
70.0 - 79.9 15 16.7 7 29.2 2 5.4 24 15.9
80.0 - 89.9 10 11.1 3 12.5 11 29.7 24 15.9
90.0 - 99.9 9 10.0 6 25.0 5.5 14.9 20.5 13.6
100.1 - 110.0 11 12.2 5.5 14.9 16.5 10.9
110.1 - 120.0 3 3.3 4 16.7 5 13.5 12 7.9
120.1 - 130.0 2 2.2 2 8.3 1 2.7 5 3.3
130.1 - 140.0 6 6.7 1 2.7 7 4.6
140.1 - 150.0 1 1.1 1 0.7
150.1 - 160.0 2 2.2 2 1.3
160.1 - 170.0 1 1.1 1 0.7
170.1 - 180.0 1 1.1 1 0.7
180.1 - 190.0 2 2.2 2 1.3
190.1 - 200.0
Greater than
200.0 3 3.3 3 2.0
Totals? 90 100.0 24 100.0 37 100.0 151 100.0
Median Ratios 86 90 91 88

8petails may not add to totals because of rounding.



110

The median assessment level of resort acreage vacant real estate
was 101 percent (TABLE 4-15). However, the median assessment levels were
109 percent in the rural townships, 85 percent in the urban townships,
and 103 percent in the resort townships. Again, the assessment-

appraisal value ratios varied more in the rural township groups.

TABLE 4-15 Distributions of adjusted assessment-appraisal
value ratios of Resort Acreage Vacant Real Estate
in 127 townships

Rural Urban Resort All
Townships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0o - 9.9
10.0 - 19.9 1 1.3 1 0.8
20.0 - 29.9 2 2.7 2 1.6
30.0 - 39.9 3 4.0 1 2.9 4 3.1
40.0 - 49.9 6 8.0 2 11.1 8 6.3
50.0 - 59.9 4 5.3 2 11.1 3 8.8 9 7.1
60.0 - 69.9 6 8.0 1 5.6 5 14.7 12 9.4
70.0 = 79.9 6 8.0 3 16.7 2 5.9 11 8.7
80.0 - 89.9 5 6.7 2 11.1 2 5.9 9 7.1
90.0 - 99.9 2 2.7 2 11.1 3 8.8 7 5.5
100.1 - 110.0 3 4.0 2 11.1 3 8.8 8 6.3
110.1 - 120.0 4 5.3 2 5.9 6 4.7
120.1 - 130.0 2 2.7 2 5.9 4 3.1
130.1 - 140.0 5 6.7 2 11.1 2 5.9 9 7.1
140.1 - 150.0 2 2.7 2 5.9 4 3.1
150.1 - 160.0 4 5.3 3 8.8 7 5.5
160.1 - 170.0 1 1.3 2 5.9 3 2.4
170.1 - 180.0 4 5.3 1 2.9 5 3.9
180.1 - 190.0 2 2.7 2 1.6
190.1 - 200.0 2 2.7 2 1.6
Greater than 200.0 11 14.7 2 11.1 1 2.9 14 11.0
Totals® 75 100.0 18 100.0 34 100.0 127 100.0
Median Ratios 108 85 103 101

8petails may not add to totals because of rounding.
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Among 116 townships, local assessors over-valued resort platted
improved real estate in 55 percent of the districts (TABLE 4-16). The
median assessment level was 103 percent, and the median ratios in the
rural, urban, and resort townships were 98 percent, 106 percent, and
106 percent, respectively. This class of realty was over-assessed in
more than 60 percent of the districts in the urban and resort township

groups.

TABLE 4-16 Distributions of adjusted assessment-appraisal
value ratios of resort platted improved real
estate in 116 townships

Rural Urban Resort All
Townships Townships Townships Townships
Adjusted Ratios No. Percent No. Percent No. Percent No. Percent
0O - 9.9
10.0 - 19.9 1 1.8 1 0.9
20.0 - 29.9
30.0 - 39.9
40,0 - 49.9
50.0 - 59.9 3 5.3 1 2.6 4 3.4
60.0 - 69.9 5 8.8 1 4.8 6 5.2
70.0 - 79.9 5 8.8 1 4.8 4 10.5 10 8.6
80.0 - 89.9 9 15.8 2 9.5 3 7.9 14 12.1
90.0 - 99.9 7 12.3 3 1.3 7 18.4 17  14.7
100.1 - 110.0 7 12.3 6 28.6 7 18.4 20 17.2
110.1 - 120.0 8 14.0 3 14.3 6 15.8 17 14.7
120.1 - 130.0 2 3.5 2 9.5 1 2.6 5 4.3
130.1 - 140.0 3 5.3 2 5.3 5 4.3
140.1 - 150.0 1 1.8 2 9.5 4 10.5 7 6.0
150.1 - 160.0 2 3.5 1 2.6 3 2.6
160.1 - 170.0 1 1.8 1 4.8 2 1.7
170.1 - 180.0 1 1.8 1 0.9
180.1 - 190.0 2 5.3 2 1.7
190.1 - 200.0
Greater than 200.0 2 3.5 1.7
Totals® 57 100.0 21 100.0 38 100.0 116 100.0

Median Ratios 98 106 106 103

%Details may not add to totals because of rounding.
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The median adjusted assessment-appraisal value ratio of resort
platted vacant real estate in 104 townships was 98 percent (TABLE 4-17).
The median ratios were 99 percent in the rural townships, 88 percent
in the urban townships, and 101 percent in the resort townships.

Timber, Part Timber, and Cutover Lands. The distributions of ad-

justed assessment-appraisal value ratios of timber, part timber, and

TABLE 4-17 Distributions of adjusted assessment-appraisal
value ratios of resort platted vacant real estate
in 104 townships

Rural Urban Resort All
Townships Townships Townships Townships
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0 - 9.9
10.0 - 19.9
20.0 - 29.9 2 3.6 2 1.9
30.0 - 39.9
40.0 - 49.9 3 5.5 2 13.3 5 4.8
50.0 - 59.9 4 7.3 1 6.7 4 11.8 9 8.7
60.0 - 69.9 2 3.6 3 8.8 5 4.8
70.0 - 79.9 4 7.3 2 13.3 2 5.9 8 7.7
80.0 - 89.9 7 12.7 3 20.0 2 5.9 12 11.5
90.0 - 99.9 6 10.9 3 20.0 5 14.7 14 13.5
100.1 - 110.0 3 5.5 9 26.5 12 11.5
110.1 - 120.0 3 5.5 1 6.7 2 2.9 6 5.8
120.1 - 130.0 2 3.6 1 2.9 3 2.9
130.1 - 140.0 4 7.3 1 6.7 S 4.8
140.1 - 150.0 1 1.8 1 2.9 2 1.9
150.1 - 160.0 4 7.3 4 3.8
160.1 - 170.0 4 7.3 2 5.9 6 5.8
170.1 - 180.0 1 1.8 3 8.8 4 3.8
180.1 - 190.0
190.1 - 200.0
Greater than 200.0 5 9.1 2 13.3 7 6.7
Totals® 55 100.0 15 100.0 34 100.0 104 100.0
Median Ratios 99 88 101 98

8petails may not add to totals because of rounding.
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cutover lands are given in TABLE 4-18. The median assessment level of ‘'
timber land was 98 percent in 21 townships. However, the median assess-
ment level of part timber in 35 townships was 133 percent. And the part
timber class was over-assessed in 86 percent of the districts.

Among 106 townships, cutover land was over-assessed in 92 percent
of the districts. The median assessment level was 147 percent -- nearly
50 percentage points above the 100 percent level.

TABLE 4-18 Distributions of adjusted assessment-appraisal

value ratios of timber, part timber, and cutover
lands in townships

Timber Part Timber Cutover Lands
All Townships All Townships All Townships
Adjusted Ratio No.  Percent No. Percent No. Percent
0 - 9.9
10.0 - 19.9
20.0 - 2909
30.0 - 39.9 1 4.8
40.0 = 49.9 2 9.5
50.0 - 59.9 2 9.5
60.0 - 69.9 1 4.8 1 2.9 1 0.9
70.0 - 79.9 1 4.8 1 2.9
80.0 - 89.9 2 9.5 2 5.7 3 2.8
90.0 - 99.9 2 9.5 1 2.9 4 3.8
100.1 - 110.0 3 14.3 4 11.4 6 5.7
110.1 - 120.0 2 9.5 2 5.7 11 10.4
120.1 - 130.0 1 4.8 5 14.3 7 6.6
130.1 - 140.0 1 4.8 6 17.1 14 13.2
140.1 - 150.0 1 4.8 4 11.4 10 9.4
150.1 - 160.0 3 8.6 10 9.4
160.1 - 170.0 3 8.6 8 7.5
170.1 - 180.0 2 5.7 3 2.8
180.1 - 190.0 1 4.8 7 6.6
190.1 - 200.0 9 8.5
Greater than 200.0 1 4.8 1 2.9 13 12.3
Totals® 21 100.0 35  100.0 106  100.0
Median Ratios 98 133 147

8petails may not add to totals because of rounding.
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Variations in Personal Property Assessment Levels

The data from 320 township assessment districts also revealad some
significant differences in the assessments of the various classes of
personal property. In the following cases the assessment-appraisal
value ratios have been adjusted to the equivalent of a 100 percent assess-
ment for all personal property within the individual townships. As
previously noted, estimated assessment-appraisal value ratios have been
omitted from the analysis.

Farm Personal Property. Farm personal property was under-valued

by local assessors in 70 percent of the 250 townships (TABLE 4-19). The
median assessment level of farm personalty was only 81 percent. The
estimated ratios in 40 townships were omitted from consideration, and
five townships had no farm personal property. Also, in 25 additional
townships the State Tax Commission found that the local tax rolls erroneously
listed no farm personal property. In these cases the value of the famrm
personalty discovered by the Commission was substantial. 1In several
instances well over $100,000 and in one case more than $200,000 in fam
personalty valuations were added to the local tax rolls which had pre-
viously listed no farm personal property.

The median assessment levels were 85 percent in 168 rural townships,
64 percent in 62 urban townships, and 57 percent in 20 resort townships.
In general the total valuation of farm personalty, within each district,
was less in the urban and resort townships than in the rural townships.

Business Personal Property. For 301 townships the median assessment

level of business personal property was 92 percent (TABLE 4-19). Business

personalty was under-valued by local assessors in 58 percent of the
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TABLE 4-19 Distributions of adjusted assessment-appraisal
value ratios of farm, business, and industrial
personal property in townships

Industrial
Farm Personalty Business Personalty Personalty
All Townships All Townships All Townships
Adjusted Ratio No. Percent No. Pexcent No. Percent
0 - 9.9 6 2.4 1 0.3 ) § 0.5
10.0 - 19.9 9 3.6 1 0.3 5 2.6
20.0 - 29.9 10 4.0 5 1.7 7 3.7
30.0 - 39.9 19 7.6 14 4.7 12 6.3
40.0 - 49.9 19 7.6 14 4.7 19 10.1
50.0 - 59.9 23 9.2 18 6.0 14 7.4
60.0 - 69.9 20 8.0 16 5.3 22 11.6
70.0 - 79.9 16 6.4 38 12.6 15 7.9
80.0 - 89.9 30 12.0 36 12.0 12 6.3
90.0 - 99.9 24 9.6 30 10.0 16.5 8.7
100.0 - 110.0 25 10.0 29 9.6 14.5 7.7
110.1 - 120.0 11 4.4 25 8.3 8 4.2
120.1 - 130.0 10 4.0 14 4.7 11 5.8
130.1 - 140.0 10 4.0 10 3.3 3 4.8
140.1 - 150.0 5 2.0 6 2.0 1 0.5
150.1 - 160.0 2 0.8 7 2.3 2 1.1
160.1 - 170.0 3 1.2 10 3.3
170.1 - 180.0 7 2.3 5 2.6
180.1 - 190.0 1 0.4 3 1.0
190.1 - 200.0 1 0.3 2 1.1
Greater than 200.0 7 2.8 16 5.3 13 6.9
Totals® 250 100.0 301 100.0 189 100.0
Median Ratios 81 92 80

8petails may not add to totals because of rounding.

townships. Five townships had no business personal property, and the
estimated assessment-appraisal value ratios of the remaining 14 townships
were excluded from the distributions.

The median assessment levels were 93 percent in 200 rural townships,

89 percent in 73 urban townships, and 97 percent in 28 resort townships.
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Industrial Personal Property. Among the 189 townships for which

comparisons were made, industrial personal property was under-assessed
in 65 percent of the districts (TABLE 4-19), The median assessment
level of industrial personal property was only 80 percent among all
townships. The median adjusted ratios in the rural, urban, and resort
township groups were 77 percent, 88 percent, and 68 percent, respec-
tively.

Utility Personal Property. The median assessment level of utility

personal property in 248 local districts was 124 percent (TABLE 4-20).
Estimated ratios from the other townships were omitted from the sample.
Utility personal property was over-assessed in 70 percent of the local
districts. And in 19 percent of the observations this class of personalty
was assessed at more than double the 100 percent level.
The median assessment levels were 122 percent in 169 rural townships,
140 percent in 54 urban townships, and 116 percent in 25 resort townships.
Pipelines. Gas and oil pipelines were, in most instances, substantially
over-assessed by the local officials. Among 94 townships, pipelines were
found to be over-assessed in 91 percent of the districts (TABLE 4-20).
The median assessment level for pipelines was 139 percent, and in 27 of
the 94 districts pipelines were assessed at more than the 200 percent

level.
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TABLE 4-20 Distributions of adjusted assessment-appraisal value
ratios of utility personal property and pipelines in

townships
Utility Personalty Pipelines
All Townships All Townshipe

Adjusted Ratio No. Percent No. Percent

0O - 9.9

10.0 - 19.9 2 0.8

20.0 - 29.9 1 0.4

30.0 - 39o9

40.0 - 49.9 3 1.2

50.0 - 59.9 5 2.0

60.0 - 69.9 9 3.6

70.0 - 79.9 10 4.0

80.0 - 89.9 18 7.3 3 3.2

90.0 - 99.9 26.5 10.7 5.5 5.9
100.1 - 110.0 24.5 9.9 11.5 12.2
110.1 - 120.0 18 7.3 10 10.6
120.1 - 130.0 18 7.3 7 7.4
130.1 - 140.0 17 6.9 11 11.7
140.1 - 150.0 14 5.6 3 3.2
150.1 - 160.0 8 3.2 5 5.3
160.1 - 170.0 9 3.6 3 3.2
170.1 - 180.0 10 4.0 4 4.3
180.1 - 190.0 3 1.2 2 2.1
190.1 - 200.0 5 2.0 2 2.1
Greater than 200.0 47 19.0 27 28.7
Totals® 248 100.0 94 100.0
Median Ratios 124 139

%Details may not add to totals because of rounding.

City Assessment Districts

Average Assessment-Appraisal Value Ratios

Among the 53 cities studied, there was, as among the townships, a
wide range in the average assessment-appraisal value ratios of the indi-
vidual municipal assessment districts., However, there was little difference
between the average assessment levels of real and personal property. After
five cities were eliminated from the comparison because the valuation of

major classes of personal property had been adjusted upward while the
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equalization studies were in progress, real property was found to be
assessed, on the average, at a higher percentage of true cash value than
was personal property, in 25 cities., In the remaining 23 cities personal
property was assessed at the higher level.

All Property. The range of assessment-appraisal value ratios for

all property within the municipalities was 51.8 percentage points (TABLE 4-21).
The median assessment level was 52.6 percent for the 53 cities. And the
ratios of 31 cities were within 10 percentage points of the median ratio.

Real Property. The median assessment-appraisal value ratio of real

property was 54.6 percent (TABLE 4-21). The range of 67.4 percentage
points was somewhat larger than the range of the ratios for all property.
Again 31 cities were within 10 percentage points of the median ratio.

Personal Property. The range of personalty ratios was measurably

greater than the range of real property ratios. The personal property
assessment-appraisal value ratios of only 15 cities were within 10 per-
centage points of the median ratio of 52.4 percent (TABLE 4-21).

TABLE 4-2]1 Variations in average assessment-appraisal value

ratios for all property, real property, and per-
sonal property in 53 cities

All Real Personal

Property Property Property

Highest ratio 85.8 102.7 126.2
Lowest ratio 34.0 35.3 16.2
Range 51.8 67.4 110.0
Median Ratio 52.6 54.6 52.4

No. of cities more than
10 percentage points from 22 22 38
median ratio



119

Variations in Real Property Assessment Levels

Since a number of the property classes considered in the analysis
of township assessment districts are not applicable to city assessment
districts, there were fewer major classes of property for which com-
parisons could be made. Only four types of real estate, within cities,
were studied: (1) business, (2) industrial, (3) utility, and (4) resi-
dential property. Once again the assessment-appraisal value ratios have
been adjusted to the equivalent of a 100 percent assessment for real
property. Deviations from the 100 percent level then represent either
over-asgessment or under-assessment relative to the average assessment
level for all real property within the individual districts.

Business Real Estate. Business Improved real estate was assessed

in a very uniform manner in the 53 cities. The median adjusted assess-
ment-appraisal value ratio was 99 percent (TABLE 4-22). The assessment
levels of all but one city were in the range from 70 to 140 percent,
and 45 percent of the ratios were within 10 percentage points of the
100 percent level. Business improved realty was under-assessed in 27
cities and over-assessed in 26 cities.

The median assessment level of business vacant real estate was 84
percent (TABLE 4-22). This property class was under-assessed in 62
percent of the cities. Only 15 percent of the observations were in the
range from 90 to 110 percent.

Industrial Real Estate. Among 49 cities, industrial real estate

was assessed at a median adjusted ratio of 101 percent (TABLE 4-22).

The range from 90 to 110 percent contained 47 percent of the ratios.
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Three cities had no industrial real estate, and the assessment-appraisal
value ratio in one city was estimated.

Utility Real Estate. Utility real estate was over-valued by local

assessors in 74 percent of 38 municipal assessment districts (TABLE 4-22).
The median assessment level of utility property was 140 percent. It
should be noted that the assessment levels in 10 of the 38 cities were
more than 200 percent. Ten cities had no utility real estate, and the
assessment levels in five cities were estimated. Substations were not

included in the utility class.

TABLE 4-22 Distributions of adjusted assessment-appraisal
value ratios of business improved, business vacant,
industrial, and utility real estate in cities

Business Business

Improved vacaat Industrial Utility
All Cities All Cities All Cities All Cities
Adjusted Ratio No. Percent No. Percent No. Percent No. Percent
0 - 9.9
10.0 - 19.9 1 2.6
20.0 - 29.9
30.0 - 39.9 1 1.9
40.0 - 59.9 2 3.8 1 2.0 2 5.3
50.0 - 59.9 5 9.4 2 4.1 3 7.9
60.0 - 69.9 9 17.0 3 6.1 2 5.3
70.0 - 79.9 3 5.7 7 13.2 3 6.1
80.0 - 89.9 11 20.8 6 11.3 4 8.2
90.0 - 99.9 13 24.5 3 5.7 10.5 21.4 2 5.3
100.1 - 110.0 11 20.8 S 9.4 12.5 25.5 1 2.6
110.1 - 120.0 7 13.2 3 5.7 5 10.2 4 10.5
120.1 - 130.0 6 11.3 2 3.8 5 10.2 3 7.9
130.1 - 140.0 1 1.9 4 7.5 1 2.6
140.1 - 150.0 1 1.9 2 4.1 3 7.9
150.1 - 160.0 3 7.9
160.1 - 170.0 1 1.9 2 3.8
170.1 - 180.0 2 3.8 1 2.6
180.1 - 190.0 1 1.9 2 5.3
190.1 - 200.0
Greater than 200.0 1 2.0 10 26.3
Totals? 53 100.0 53 100.0 49 100.0 38 100.0
Median Ratios 99 84 101 140

8petails may not add to totals because of rounding.
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Residential Real Estate. Residential improved real estate was the

largest single property class, in terms of total valuation, in most of
the cities studied. The median assessment level was 101 percent
(TABLE 4-23). The adjusted ratios of 45 cities were within 10 per-
centage points of the 100 percent assessment level.

Residential vacant real estate was under-assessed in 60 percent of
the cities (TABLE 4-23). The median assessment level was 91 percent,
and the ratios of only 12 cities were within 10 percentage points of
the 100 percent level.

TABLE 4-23 Distributions of adjusted assessment-appraisal

value ratios of residential improved and resi-
dential vacant real estate in 53 cities

Residential Residential
Improved Vacant
Adjusted Ratio All Cities All Cities
No. Percent No. Pexrcent
0 9.9
10.0 19.9
20.0 - 29.9
30.0 - 39.9
40.0 - 49.9
50.0 - 59.9 1 1.9
60.0 - 69.9 1 1.9 8 15.1
70.0 - 79.9 2 3.8 7 13.2
80.0 - 89.9 1 1.9 10 18.9
90.0 - 99.9 21 39.6 6 11.3
100.1 - 110.0 24 45.3 6 11.3
110.1 - 120.0 3 5.7 4 7.5
120.1 - 130.0 1 1.9 6 11.3
130.1 - 140.0
140.1 - 150.0 3 5.7

150.1 - 160.0

160.1 - 170.0 1 1.9
170.1 - 180.0
180.1 - 190.0
190.1 - 200.0
Greater than 200.0 1 1.9
Totals® 53 100.0 53 100.0

Median Ratios 101 91

8petails may not add to totals because of rounding.
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Variations in Personal Prqper;y Assessment Levels

Three major classes of personal property made up the bulk of the
personalty valuations in the municipal assessment districts: (1) busi-
ness, (2) industrial, and (3) utility personal property. The adjusted
assessment levels were computed on the basis of a 100 percent assess-
ment for personalty within each city.

Business Personal Property. The median adjusted assessment level

of business personal property was 105 percent (TABLE 4-24). Business
personalty was over-agsessed in 58 percent of 50 cities, but 42 percent
of the observations were in the range from 90 to 110 percent. The
assessment levels in three cities were estimated. The assessment levels
ranged from 60 to more than 200 percent.

Industrial Personal Property. Industrial personal property was

under-valued by local assessors in 63 percent of 46 municipal districts
(TABLE 4-24). The median assessment level was 90 percent. Five cities
had no industrial personalty, and assessment levels were estimated in
two cities. The ratios of 18 cities were within 10 percentage points
of the 100 percent assessment level, and all of the ratios were within
the range frem 40 percent to 150 percent.

Utility Personal Property. Among 39 cities the median assessment

level of utility personal property was 118 percent (TABLE 4-24). This
property class was over-assessed in 59 percent of the city assessment
districts. The estimated ratios of 14 cities were excluded from con-
sideration. The ratios of only 6 cities were within 10 percentage points

of the 100 percent assessment level.
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TABLE 4-24 Distributions of adjusted assessment-appraisal value
ratios of business, industrial, and utility personal
property in cities

Businesa Industrial Utility
Personalty Personalty Personalty
All Cities All Cities All Cities
Adjusted Ratio No. Perceat No. rercent No. Percent
0 - 9.9
10.0 - 19.9
20.0 - 29.9 1 2.6
30.0 - 39.9
40.0 - 49.9 1 2.2 2.6
50.0 - 59.9 1 2.2 1 2.6
60.0 - 69.9 3 6.0 4 8.7
70.0 - 79.9 3 6.0 7 15.2 6 15.4
80.0 - 89.9 2 4.0 10 21.7 3 7.7
90.0 - 99.9 13 26.0 6 13.0 4 10.3
100.1 - 110.0 8 16.0 12 26.1 2 5.1
110.1 - 120.0 9 18.0 2 4.3 2 5.1
120.1 - 130.0 1 2.0 4 10.3
130.1 - 140.0 1 2.2 4 10.3
140.1 - 150.0 2 4.0 2 4.3
150.1 - 160.0 3 6.0 3 7.7
160.1 - 170.0 2 4.0 2 5.1
170.1 - 180.0 2 5.1
180.1 - 190.0 1 2.0
190.1 - 200.0 2 4.0 1 2.6
Greater than 200.0 1 2.0 3 7.7
Totals? 50 100.0 46 100.0 39 100.0
Median Ratios 105 90 118

8petails may not add to totals because of rounding.

Equalization of local Assessments Within Counties

The wide variations in the assessment levels of different property
classes within the individual local assessment districts are particularly
significant to the problem of county-wide equalization. It is clear
that the county equalization boards face a much more difficult task
than the mere adjustment of the total assessment valuations of each dis-

trict within the county. If the county equalization board were to correct
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only the total valuations and the over-all average assessment levels

of each district, the equalized valuations would, in no way, lessen the
variations in the assessment levels of the different property classes.
Two counties have been selected to illustrate the difficulties of

county-wide equalization.

Eaton County

The actual assessment-appraisal value ratios of the major property
classes in Eaton county are given in TABLE 4-25. These data were pro-
vided by a State Tax Commigsion equalization study which was conducted
in 1958. The assessment levels of industrial real estate in the town-
ship assessment districts and of farm improved, farm vacant, suburban
acreage improved, suburban platted improved, and farm personal property
in the city assessment districts were excluded from the table because
these classes (and the other classes not shown in the table) account
for relatively small proportions of the total valuations. Also, some
of the local districts had no property in the residential improved,
suburban acreage improved, suburban platted improved, and the industrial
personalty classes.

The average assessment levels of all real property in Eaton county,
by assessment districts, ranged from 46.8 percent in Delta township to
77.1 percent in Kalamo township. And the average assessment levels of
personal property ranged from 33.9 percent in Sunfield township to 79.0
percent in Kalamo township. This means, for example, that personal
property in Kalamo township was, on the whole, assessed at more than

twice the level of personalty assessments in Sunfield township. The



TABLE 4-25 Assessment-appraisal value ratios of major property classes in Eaton county, 1958

Personal Property

Real Property

Utility Farm All Personal

Bus. Farm Farm Sub.A¢. Sub.P. Ind. All Real Ind. Bus.
Imp. Realty Property

Res.

Assessment Digtrict

Per. Per. Property

Per.

Per.

Imp.

Imp.

Vacant

Imp. Imp.

Rural Townships

49.6 64.0 59.4 58.3

70.6

115.1

68.7

72.9 53.4 69.5 86.0

Benton

76.0 48.3 55.0

80.2

60.1

54.2

79.4 58.8 68.0

Brookfield

Carmel

55.1 55.6

72.8

69.2 36.1

58.2

65.7

69.1 70.2 70.5

51.9
61

50.4
103.5

53.1

69.7 59.9

57.1

46.8

25.9 69.5 91.8

Chester
Eaton

57.8

71.1 40.5

82.3

61.1

40.5 81.2 81.3

76.1 53.9 64.6

55.7 171.1

75.9

65.0

71.3 75.3 95.0

Eaton Rapids

Hamlin

40.5

66.6

58.6
77.1

49.7

55.2

41.5 57.5 71.3

8l.1 77.8

75.6

66.2 75.5

68.3

69.5

60.0 75.0 112.4

Kalamo

63.5

59.7

65.7

86.7 58.9 46.7

42.2 71.2
68.5 50.0 65.4 67.0

Oneida
Roxand

51.7 29.6 74.1 47.9 51.7
27.5 36.7

25.9 33.2
58.2 103.1

64.5

53.3

26.2 33.9

52'6

51.4

48.6

44.6

44.6 38.8 54.2 65.8

Sunfield

50.9

59.7

.3
49.0

59.2 60.4 68.5 95.6 58.8 67.8

Vermontville

Walton

60.1

62.7

69.4

66.5

60.9 68.4 83.9
63.8 63.3 65.3 82.9

33.1 43.5

61.6

40.1

61.5

54.4

50.6

Windsor

Urban Townships

39.9 45.8

18.4 38.9 71.3

52.4
46.8

40.7

42.1 47.6 58.4 100.1

Bellevue
Delta

45.0 47.6

65.6

18.2

47.1

45.1

36.4 50.4 51.0

Cities

51.9

25.9 76.7 69.6

68.0

42.8

66.7 86.5

Charlotte

70.9 36.0 79.6 41.5

62.3

68.7

Eaton Rapids
Grand Ledge

Olivet

.0
58.7

51.0 66.3
29.4 40.8

61.7

37.

63.5

67.1

3]
L
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over-all variations in realty assessment levels ranged from 25.9 percent
for business improved real estate in Chester township to 115.1 percent
for suburban platted improved real estate in Benton township. Personalty
assessment levels ranged from 18.2 percent for business personal property
in Delta township to 103.5 percent for farm personalty in Eaton township.
It is apparent that equitable taxation could not be achieved without
equalization.

Although equalization can be carried out at any uniform level, let
us assume that the Eaton county board decided to equalize at 100 percent
of the state appraisal valuations and upon the basis of average assessment
levels of both real and personal property within each local district.

The equalization board must first determine the average assessment levels
within each district and then adjust the total realty valuation and the
total personalty valuation of each district upward to the 100 percent
level. But the equalization board has thus made no corrections for the
variations in the assessment levels of different property classes within
each district.

After equalization at the 100 percent level, the assessment levels
in Eaton county would be as shown in TABLE 4-26. The average equalized
assessment levels of all real property and of all personal property,
within each assessment district, are at the 100 percent level; but the
variations among the assessment levels of the different property classes
persist. How does this affect the equitable distribution of the tax

burden?
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At the outset it should be recognized that if the county equaliza-
tion board has correctly equalized at the 100 percent level (or any other
uniform level), county-wide taxes will be equitably distributed among
the local assessment districts. Furthermore, if the board has correctly
adjusted both the total realty valuations and the total personalty valua-
tions of each district to the 100 percent level, county-wide taxes will
be equitably divided between real and personal property within each
district. Tax inequities still remain, however, among the different
property classes, Hence, in Chester township business real estate is
paying only 37 percent of its rightful tax burden, while farm vacant real
estate is paying 132 percent. In Benton township business improved real
estate is taxed at only 76 percent, and suburban platted improved real
estate is taxed at 163 percent. Business personalty in Delta township is
paying only 38 percent of its fair tax load, while business personalty in
Eaton township is paying 172 percent of its fair burden. In addition, it
should be noted that in every local district farm vacant real estate is
being over-taxed and suburban acreage improved real estate is being under-
taxed,

The inequities of equalization based upon only average realty and
personalty assessment levels are obvious. Moreover, the assessment levels
of the property classes omitted from the comparison vary even more than
those of the major classes, and the inequities of the equalization system

are even greater than shown,

Shiawassee County

The actual assessment-appraisal value ratios of the major property

classes in Shiawassee county are given in TABLE 4-27, This county was
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studied by the State Tax Commission in 1957. Again the assessment levels
of industrial real estate in the township assessment districts and of
farm improved, farm vacant, suburban acreagz improved, suburban platted
improved, and farm personal property in the city assessment districts
were omitted from the table.

In Shiawassee county the average realty assessment levels ranged
from 29.0 percent in Owosso township to 50.9 percent in the city of Durand.
The average personalty assessment levels ranged from 23.6 percent in
Venice township to 83.9 percent in Middlebury township. Among the major
classes of real property, the assessment levels ranged from 19.3 percent
for suburban platted improved real estate in Middlebury township to 73.0
percent for farm vacant real estate in Sciota township. Personalty
assessment levels ranged from 4.7 percent for industrial personal property
in Perry township to 87.1 percent for business personalty in the city of
Laingsburg.

The effect of county-wide equalization at the 100 percent level for
total realty and total personalty valuations is shown in TABLE 4-28. The
total county valuation, as equalized, is fairly distributed among the
local assessment districts, but the tax burden is inequitably distributed
among the property classes within each district. Thus, for example, in
Middlebury township suburban platted improved real estate is taxed at
only 46 percent of its fair tax share, while farm vacant property is
taxed at 157 percent. In Perry township the equalized assessment level
of industrial personal property is only 12 percent, and the equalized
assessment level of utility personal property is 187 percent of the average

equalization level. The equalized assessment levels in the city of
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Corunna ranged from 45 percent for industrial personal property to 193
percent for utility personalty.

Eaton and Shiawassee counties were selected from the group of sample
counties only to demonstrate the problems associated with county-wide
equalization. Examination of the other counties would reveal substantially
the same picture. In summary, it is evident that equalization based only
upon the average local assessment levels, even when the averages are
correctly determined, does not agsure the equitable treatment of property
owners. At best, equalization based upon average assessment levels
merely results in the equitable distribution of the total county valuation
among the local assessment districts as a whole. Some property classes
will still bear excessive shares of the tax burden within each local
district. Furthermore, equalization based upon detailed studies, such
as those conducted by the State Tax Commission, does not eliminate the
inequities which exist within the assessments of particular property
classes. Equalization cannot eliminate all assessment inequities, and
equalization is not a substitute for assessment appeals by the individual

property owners.
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CHAPTER V

SUMMARY AND CONCLUSIONS

The general property ;ax is the major source of revenue for local
governments in Michigan. Although the property tax is no longer a source
of state govermmental revenue, nearly all of the local governmental tax
receipts come from property taxation. Moreover, property taxes comprise
the largest single source of both tax and non-tax revenues for school
district, county, city, and village governments in Michigan.

The serious faults of the general property tax are widely recognized,
but it seems certain that local governments will continue to rely heavily
upon property tax receipts in the future. Complete abandonment of
property taxation is extremely unlikely and, for the most part, of doubt-
ful merit. Thus it is essential that the weaknesses of the existing
property tax system be corrected insofar as possible and that every

effort be made to secure equitable treatment for all property owners.

Legal Restrictions

As noted in Chapter 11, the legal framework of the Michigan property
tax system is based upon constitutional restraints, state statutes, and
court interpretation of both constitutional and statutory provisions.

In summary, the Michigan constitution requires that all general property
taxes be levied in a uniform manner. This provision has two effects:
Pirst, within each individual assessment district, all classes of property

subject to ad valorem taxation must be taxed at the same rate.
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Second, the uniformity provision also necessitates the assessment
of all taxable property at the same percentage of actual market value.
Assessqent is required, by the constitution, to be at true cash value,
which has been furéher defined as the price which could be obtained for
the property in normal market sale. It is important to note, however,
that the general uniformity requirement does not apply to property sub-
ject to specific taxation,

Numerous classes of property are exempted by law from the general
property tax. In addition, certain property classes are given special
tax treatment for a variety of reasons. Aside from the usual exemptions,
the most important exemption in terms of total valuation is probably in-
tangible personal property. This property class, and others of lesser
importance, are subject to specific taxes and, hence, are exempt from
the general property tax.

The most notable of the remaining exemptioqs are those granted to
household personal property. Due to the larg; exemption given to each
family, household personal property is, in most instances, completely
exempt from taxation.

In Michigan, as in most states, there is a constitutional limit to
the general property tax rate. An over-all, 15-mill limitation is placed
upon the aggregate property tax levy of all local governments except
municipalities. Thus the 15 mills are commonly divided among the county,
townships, and school districts. Certain other rate limitations apply
to the tax levies of cities and villages. In all cases the rate limita-

tions presuppose assessment at true cash value.



Assessment Practices

Administrative Procedures

Each city and township in Michigan is a separate assessment district
for the purpose of property taxation. Township assessment is the respon-
8ibility of the elected township supervisor. Municipal govermnments are
free to provide for assessment as they desire, and the assessor is an
appointed official in most of the larger cities.

The local assessor is responsible for the valuation of all taxable
property at true cash value. If any property owner is dissatisfied with
the assessment valuation placed upon his property, the assessment may
be appealed to a local board of review, which operates in each local
assessment district. Further appeal, to the State Tax Commission, is
possible if the action of the local review board is unsatisfactory to
the appellant property owner. In the absence of fraudulent assessment,
cases involving assessment appeal generally will not be heard in the
courts.

Equalization of local property assessments is carried out at both
the county and state levels. Equalization within the county is necessary
for the equitable distribution of the taxes levied by governmental units
which overlap the boundaries of local assessment districts. Although
the state government does not levy a general property tax, state-wide
equalization is important because most legal restrictions on property
taxation are now based upon state equalized property valuations. Also,

a portion of the state school aid is distributed to local communities on

the basis of state equalized valuations.



The state administrative responsibilities in the supervision of
property taxation rest with the State Tax Commission, the State Board oé
Equalization, and the State Board of Assessors. Both boards rely upon
the State Tax Commission for the performance of administrative and field
work. The activities of the State Tax Commission consist primarily of
property appraisals necessitated by individual assessment appeals, appeals
from the reports of county equalization boards, and in the determination
of property valuations which are to be recommended to the State Board of
Equalization.

Each year the State Tax Commission completes detailed equalization
studied in about five or six Michigan counties. These studies are based
upon actual field appraisals of 10 to 15 percent of the local assessments

of each major property class within the individual assessment districts.

Township Assessors

Some insight into the characteristics and attitudes of township
assessors was gained from a brief questionnaire mailed to the supervisors
of the 320 townships studied in the preceding chapter. About one-third
of the questionnaires were returned. Although it was not possible to
compare the assessment levels within the individual districts with the
characteristics of the local assessing officials, some useful information
was obtained.

As expected, the occupations of township supervisors vary a great
deal. A substantial number of the supervisors in rural communities are
farmers or retired farmers. Both the age and length of service of the

supervisors cover a wide range. Most of the officials have resided in

their local community for many years.
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Nearly all of the supervisors indicated that they attempt to assess
at some level ranging from one-fifth to one-third of current market
values. Thus local assessments are made at about one-half of state
equalized valuations which, in turn, represent approximately 50 percent
of prevailing market values. Although a few supervisors listed their
occupation as real estate broker, in most cases the local assessors have
had no professional experience in appraisal work other than as township
assessor. However, in some of the districts professional appraisers
have been employed on either a full or part-time basis to aid in property
assessment.

Two local assessors reported that they purposely assess residential
property at a lower percentage of current market value than that applied
in the assessment of business and industrial property. This, of course,
is an obvious violation of the uniformity requirement. In addition, a
few assessors boasted that they were assessing at levels either higher
or lower than those of the other assessors in their respective counties.

While a few supervisors expressed dissatisfaction with the work of
professional appraisers in their area, some said that a complete appraisal
of property by professional appraisers would serve as a useful guide in
their work. One local assessor concluded:

I will agree that a county-wide appraisal by professionals

would be desirable, contingent upon the use of a uniform

percentage of it by every assessor in the county as the

assessed valuation of each property. That would prevent

favors to his political friends which is a common practice

now. That plan would require some new legislation which
would be very hard to get on the statute books.
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Assessment Inequalities

This study has utilized data from 21 Michigan counties to examine
more closely the assessment levels within individual districts. These
data were obtained from equalization studies conducted by the State
Tax Commission over the past five years. 1Included in the 21 counties

were 320 townships and 53 cities.

Township Assessment Districts

Among the 320 township assessment districts, average local assess-
ment levels varied widely. The median average assessment levels of six
township groups — four rural township groups, one urban township group,
and one resort township group — were generally about 50 percent of the
state appraised valuations. But, the average assessment levels varied
by more than 30 percentage points within each of the six groups. Real
property was found to be assessed at a higher percentage of cash value
than was personal property in 196 of the 320 townships.

Real property made up the larger share of the total property valua-
tion within the townships, and variations in the real property assess-
ment levels were similar to the variations for all property.

The average assessment levels of personal property, however,
varied much more than those of real property. The range of personalty
assegssment levels was more than 60 percentage points in each of the six
township groups. 1In the groups of rural townships studied in 1955 and
1958, and in the urban township group, the lowest personalty assessment

levels were less than 10 percent of the state appraisal valuations.
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Within each township assessment district the average assessment
levels of 20 classes of real property were compared with the average
assessment level of all real property in the individual district. These
data were then used to determine the extent to which certain property
classes were either under-valued or.over-valued relative to the average
realty valuations. In order to aggregate the assessment levels of each
property class, the assessment-appraisal value ratios of each district
were adjusted to the equivalent of a 100 percent assessment for real
property on the basis of state appraised valuations.

A summary of the average adjusted assessment levels of the 20 major
classes of real property is presented in TABLE 5-1. When a tolerance of
10 percentage points is allowed, over-assessment is indicated by the pro-
portion of the townships in which the adjusted assessment level was
greater than 110 percent, and under-assessment is indicated by the pro-
portion assessed at less than 90 percent of the state appraisal valuations.
Thus, for example, cutover lands were over-valued by local assessors in
86.7 percent of the townships and under-valued in only 3.7 percent. The
median adjusted assessment level of cutover lands was 147 pergent.

The data clearly indicate that township assessors tended to over-
value cutover lands, farm vacant real estate, and lands upon which timber
has been partially cut. It is equally clear that local assessors tended
to under-value suburban acreage improved real estate.

When a median assessment level of greater than 105 percent is taken
as indicative of a tendency toward over-assessment, we find that local
assessors tended to over-value five classes of real property: (1) cut-

over lands, (2) farm vacant real estate, (3) part-timber lands, (4) utility
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TABLE 5-1 Average adjusted assessment levels of 20 classes of
real property in 320 townships

Median Proportion of Proportion of
Property Class Assessment Sample Assessed Sample Assessed
Level at More than 110 at Less than 90
Percent Percent
Percent Percent Percent
Cutover Lands 147 86.7 3.7
Farm Vacant 134 82.5 4.1
Part Timber 133 74.3 11.5
Utility 129 60.8 27.9
Suburban Acreage Vacant? 121 56.9 28.0
Residential Vacant? 105 45.9 32.8
Resort Platted Improved® 103 37.9 30.2
Resort Acreage Vacant? 101 44.0 44,1
Resort Platted Vacant 98 35.5 39.4
Timber 98 33.5 42.9
Farm Improved® 98 20.1 20.9
Industrial 96 35.0 44,3
Suburban Platted Vacant? 96 42.1 44,6
Residential Improved 95 17.2 37.0
Suburban Acreage Improved 'B" 94 28.0 43.0
Business Improved 92 21.7 46.1
Suburban Platted Improved 90 17.4 50.6
Resort Acreage Improved 88 22.5 53.0
Business Vacant 86 32.9 52.1
Suburban Acreage Improved 85 7.0 61.1

8Als0 compare TABLE 5-2 and TABLE -53.

real estate, and (5) suburban acreage vacant real egtate. In the same
fashion we find that local assessors tended to under-value six classes
of real property: (1) suburban acreage improved real estate, (2) business
vacant real estate, (3) resort acreage improved real estate, (4) suburban
platted improved real estate, (5) business improved real estate, and
(6) suburban acreage improved ''B' real estate.

The average adjusted assessment levels of six classes of real pro-

perty differed significantly between the rural and urban townships. Among
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209 rural townships four classes of potential homesite property were
assessed at a median adjusted level of 105 percent or greater: (1) sub-
urban acreage vacant real estate, (2) resort acreage vacant real estate,
(3) residential vacant real estate, ;nd (4) suburban platted vacant
real estate (TABLE 5-2). These same four property classes were assessed

TABLE 5-2 Average adjusted assessment levels of 6 classes of
real property in 209 rural townships

Median Proportion of Proportion of
p ty Class Assessment Sample Assessed Sample Assessed
roperty Level at More than 110  at Less than 90
Percent Percent
Percent Bercent Percent
Suburban Acreage Vacant 126 6l1.4 25.0
Resort Acreage Vacant 108 49.3 44.0
Residential Vacant 107 46.8 31.9
Suburban Platted Vacant 105 46.4 38.9
Resort Platted Improved 98 35.2 40.5
Farm Improved 97 9.2 18.3

at median adjusted levels of 97 percent or lower among 74 urban townships
(TABLE 5-3). Also, the median assessment levels of resort platted im-
proved real estate were 105 percent in the urban townships and 98 percent
in the rural townships. And the median assessment levels of farm improved
real estate were 105 percent in the urban townships and 97 percent in

the rural townships. Thus the data suggest that assessors in predominately
rural areas value potential homesite property at higher levels and farm

improved real estate at lower levels than assessors in urban districts.
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TABLE 5-3 Average adjusted assessment levels of 6 classes of
real property in 74 urban townships

Median Proportion of Proportion of
Assessment Sample Assessed Sample Assessed
Property Class Level at More than 110 at Less than 90
Percent Percent
Percent Pexcent Percent
Resort Platted Improved 106 38.1 19.1
Farm Improved 105 41.8 23.7
Suburban Acreage Vacant 97 36.1 41.7
Residential Vacant 96 42,3 38.5
Regort Acreage Vacant 85 22.2 55.6
Suburban Platted Vacant 80 23.4 61.7

The average adjusted assessment levels of the five major classes of
personal property are given in TABLE 5-4. There was a tendency for
local assessors to over-value two classes of personal property: (1) pipe-
lines, and (2) utility personal property. Two personalty classes were
under-valued in more than 50 percent of the cases: (1) farm personal

property, and (2) industrial personal property. The median adjusted

TABLE 5-4 Average adjusted assessment levels of 5 classes of
personal property in 320 townships

Median Proportion of Proportion of

Assessment Sample Assessed Sample Assessed

Property Class Level at More Than 110 at Less Than 90
Percent Percent
Percent Percent Percent
Pipelines 139 78.6 3.2
Utility 124 60.1 19.3
Business 92 32.8 47.6
Farm 81 19.6 60.8

Industrial 80 2.0 56.4
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assessment level of the remaining class, business personalty, was 92
percent. This class of personal property was under-valued in 47.6 per-
cent of the cases, but it was also over-valued in 32.8 percent of the
districts. These comparisons of personalty assessment levels were based
upon the equivalent of a 100 percent assessment for all personal property

within each township.

City Assessment Districts

Among the 53 city assessment districts, the average assessment levels
for all property ranged from 34.0 percent to 85.8 percent of the state
appraised valuations. The median assessment level was 52.6 percent.
There was little difference between the average assessment levels of
real and personal property.

On the whole, average assessment levels were somewhat more uniform
among the cities than among the townships. The assessment-appraisal
value ratios for all real property in 31 of the 53 cities were within 10
percentage points of the median realty ratio. 1In the case of personal
property, however, the ratios of only 15 cities were within 10 percentage
points of the median personalty ratio.

The average adjusted assessment levels of the 6 major classes of
real property and the 3 major classes of personal property are given in
TABLE 5-5. Again a tolerance of 10 percentage points is allowed. And
the comparisons of realty and personalty classes are based upon the
equivalent of a 100 percent assessment for real and personal property,

respectively.
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TABLE 5-5 Average adjusted assessment levels of 6 classes of
real property and 3 classes of personal property
in 53 cities

Median Proportion of Proportion of
Sample Assessed Sample Assessed

Property Class Aot at More Than 110  at Less Than 90
Percent Percent
Percent Percent Percent
Real Property
Utility 140 71.0 21.1
Industrial 101 26.5 26.5
Residential Improved 101 7.6 7.6
Business Improved 100 28.3 26.5
Residential Vacant 91 28.3 49.1
Business Vacant 84 28.4 56.6
Personal Property
Utility 118 53.4 30.9
Business 105 42.0 16.0
Industrial 90 10.8 50.0

Utility real estate, with a median adjusted assessment level of 140
percent, was over-valued by local assessors in 71 percent of the cities
and under-valued in only 21.1 percent. On the other hand, business
vacant real estate and residential vacant real estate were both under-
valued by local assessors in a substantial majority of the cities. The
median assessment level of residential vacant real estate was 91 percent,
and the median assessment level of business vacant real estate was only
84 percent. The other three property classes were assessed, on the
average, very close to the 100 percent level.

The median adjusted assessment levels of utility personal property,
business personal property, and industrial personal property were 118

percent, 105 percent, and 90 percent, respectively. Thus, there was some
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tendency for local assessors to under-value industrial personalty and
over-value business and utility personal property within the 53 city

assessment districts.

The Range of Adjusted Assessment Levels

The range of the adjusted assessment-appraisal value ratios of each
property class was quite large. And, more importantly, in most instances
the range of the middle 50 percent of the adjusted assessment levels was
also substantially large. The ranges of the adjusted assessment-appraisal
value ratios of the major property classes in the 320 township assess-
ment districts are shown in FIGURE 5-1. 1In order to emphasize the range
of the middle 50 percent of the adjusted assessment levels and the median
assessment levels, the portion of the total range beyond 200 percent is
not shown. The upper end of the total range was more than 10 times the
100 percent assessment level in the extreme cases, but the proportion of
the adjusted ratios which exceeded 200 percent was small in nearly all
property classes. However, it should be noted that more than 25 percent
of the adjusted assessment-appraisal value ratios for utility real estate
and for pipelines were above the 200 percent level.

In general, the extremely low and extremely high adjusted assessment
levels were observed in local assessment districts where the particular
property class accounted for @ relatively small proportion of the total
valuation. And, although the variations in the assessment levels of
different property classes within the individual assessment districts
were somewhat larger in some districts than in others, the evidence was

not sufficient to conclude that any particular group of local assessors
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FIGURE 5-1. Range of adjusted assessment-appraisal value ratios
in 320 Michigan Townships
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or any particular area was responsible for the wide variations in assess-
ment levels. Rather, the lack of uniform assessments was generally
prevalent in all local assessment districts.

The ranges of the adjusted assessment-appraisal value ratios of the
major property classes in the 53 city assessment districts are shown in
FIGURE 5-2. The portion of the total range beyond the 200 percent level
is not shown. And it should be noted that more than 25 percent of the
adjusted assessment-appraisal value ratios for utility real estate were
above the 200 percent level.

In both the township and the city assessment districts, utility
real estate and utility personal property were the least uniformly
assessed of the major property classes. The adjusted assessment levels
of pipelines also varied considerably in the township assessment districts.
And, in both township and city districts, potential homesite properties
were less uniformly assessed than the corresponding classes of improved
real estate.

The nature of the data employed in the current study does not permit
any judgment of the relative quality of local assessments among the dis-
tricts. Although the extent of the variations in the assessment levels
of different property classes within the local districts may suggest
something about the quality of local assessment, valid judgmént requires
knowledge of the variations in assessment levels within, as well as among,
the property classes. Hence, the present study has refrained from any
attempt to appraise the relative quality of local assessments among the

assessment districts.
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Conclusions

Property owners in Michigan now bear a substantial portion of the
burden of financing local govermmental units, and it is very unlikely that
this burden will be diminished in the near future. Hence, it is essential
that the weaknesses of the current general property tax system be minimized.

At the present time most local assessors are attempting to assess
property at some level in the range from one-fifth to one-third of existing
market values. These locally assessed valuations are, in most cases,
increased during the process of county and state equalization. And state
equalized valuations represent about one-half of current market values.

It must be noted, however, that inequalities in local assessment
valuations are not eliminated in the equalization process. Equalization
is not a substitute for the appeal of individual property assessment
valuations. Moreover, even when assessment appeals are successful, tax
inequities will still remain if certain classes of property are valued at
a percentage of current market value which differs from that applied in
the valuation of other property classes. For example, among the counties
included in this study the assessment of all farm vacant real estate at
exactly the median level of that class would still have treated the owners
of farm vacant real estate unfairly because the median level was more than
30 percentage points higher than the average assessment level of all real
property. Hence, in the median case, these property owners were being
over-taxed by more than 30 percent.

Many individuals and groups have taken positions opposing any in-
crease in the 15-mill property tax rate limitation. I1f an effective

limitation on property tax rates is desired, however, equal emphasis must
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be given to the level of state equalized valuations. Under the existing
legal requirements there is nothing, except the discretionary actions of
the State Tax Commission and the State Board of Equalization, to prevent
the increase of state equalized valuations to levels approaching full
market value. This, of course, would be the equivalent of approximately
doubling the 15-mill limitation. Although a rapid rise in the state
equalization level is not likely, the increasing pressures upon the 15-mill
limit will probably result in a gradual rise of state equalized valuations.

It is not within the scope of this study to suggest changes in the
present administration of the general property tax. Rather, emphasis has
been placed upon the existing structure of the Michigan property tax sys-
tem and, more specifically, upon the variations in the average assessment
levels of different classes of both real and personal property in a sample
of 21 Michigan counties. More information concerning the variation of
assessment levels within each property clags would indeed be valuable.

And further study of the assessment procedures followed by local assessors
would be necessary before suggesting substantial changes in the'present
system.

Nonetheless, some property owners are receiving inequitable treatment
under the current property tax assessment system. Whether these inequities
can be reduced most efficiently by the use of more trained appraisers within
each local district, conversion to a county-wide assessment system, in-
creased scope of State Tax Commission activities, or in some other manner
is subject to further study. No doubt a combination of several actions
will prove desireable. But the important point is that changes of some
fashion are needed if equitable treatment of all property owners is to be

achieved.
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